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textbook and sales manual . . . used by us to promote 
our trust services. Perhaps you would like to see a copy? 
We will be pleased to send it upon request. 
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Guaranty Trust 


Many banks have “stepped up” the range and effec- 
tiveness of their facilities by tying in with Guaranty 
Trust Company correspondent services. Our close 
association with these institutions has proved the 


value of this wider service. 


Today we have correspondents all over the United 
States and in all commercially important areas of the 
world. We welcome your bank’s usage of our various 
services, or your request for additional information 
regarding the help Guaranty Trust Company can give 
you in energizing and broadening your customer 
relationships. 


Providing every correspondent 


# om Pp an df service—domestic, foreign, fidu- 


ciary, portfolio—that your bank 


of New York or your customers may require. 


Capital Funds $380,000,000 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 36 New York 21 New York 20 
London Paris Brussels 
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Tue administration of both personal 
and corporate trusts in all of their various 
phases continues to be the principal function 


of City Bank Farmers Trust Company. 
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N. J., one of the modern devices for facilitat- 
ing the flow of motor vehicles and reducing 
accidents by removing the necessity of left 
turns. Dual highways and painted lines for 
traffic lanes are other safety measures in 
widespread use. At intersections like this — 
or on summer Sunday afternoons — the 
American driver can well believe that 
private and commercial vehicle registrations 
in this country exceed 45 million (California 
has more than any other state). One of the 
largest commercial motor fleets belongs to 
the Railway Express Agency which, since 
1927, has included service by air as well 
as rail. Evidence of customer approval lies 
in the present annual shipping of more than 
70 million pounds of express packages (a 
ten-fold increase in the 1940-50 decade) 
over the 90,000 miles of domestic air routes. 
A remarkable feature of this photograph is 
the inclusion of auto, truck, bus and air- 
plane transportation while the waterway is 
reminiscent of heavy shipping on the nearby 


Delaware River. 
Photo by A. Devaney, Jr. 
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To Compile Probate Laws 


Within a very short time we shall 
prepare a compendium of the _ pro- 
bate laws of the various States of the 
United States, the Provinces of Canada 
and the States of Mexico. We are ex- 
ceedingly anxious to receive any sug- 
gestions with reference to standardizing 
the subject matter for this digest. It is 
our desire to publish a compendium that 
will embrace all subjects which a trust 
officer or attorney might be interested in. 


The chart, “Rights of Non-Resident 
Trust Companies to Act as Fiduciary” 
(Feb. 1952 T&E, p. 143) as compiled by 
members of this association, headed by 
Mr. Leon Schaefler of your city, seemed 
to fill a distinct need of a great number 
of trust officers. To date, we have sent 
out over 3,000 of these charts to trust 
officers and attorneys that have requested 
them. 


One of the objectives of our association 
is to standardize the probate procedure 
wherever practical. We will greatly ap- 
preciate receiving suggestions from any 
member of the Bar or trust officer re- 
garding the format of the proposed pub- 
lication. We will appreciate your extend- 
ing this invitation to your readers. 

G. B. McKay, 
Executive Secretary, 
Probate Attorneys Association 
(International) 
11018 West Pico Blvd., 
Los Angeles 64. 


The Zombie Trust 


A situation which causes only grief to 
all concerned, is the trust which is dead 
but cannot be buried. I know no other 
description that fits a trust whose assets 
have shrunk to $200 or $300 or less, but 
which cannot be terminated for a set 
number of years. 


One of the commonest causes of such 
accounts is probably a serious loss, such 
as occurred with so many mortgage in- 
vestments in 1933, causing some trusts 
to shrink from the thousands to the 
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hundreds of dollars. If the trust assets 
are completely wiped out, a final account 
and discharge of the trustee is possible, 
but if some nominal amount is salvaged 
the trust may have to continue for the 
stipulated term. Sometimes an accounting 
will use up in costs the entire remaining 
assets. While this may be feasible with 
$200 or $300 of assets, it will hardly be 
so with $2,000 or $3,000 of assets and 
yet a life beneficiary receiving $100 or 
so is usually only tantalized and not 
really helped while the remainderman 
who receives $2,000 or $3,000 after per- 
haps a 20 year wait is apt to be someone 
in whom the settlor had no interest and 
perhaps never knew. If there is a clause 
allowing invasion of principal, this may 
also provide a way out unless the trus- 
tee’s discretion is too narrowly limited. 

This situation may also arise where 
a testator provides for a residuary trust 
in his will and then suffers losses in his 
lifetime which reduce the residue to a 
nominal sum. Another potentially dan- 
gerous situation is the provision, which 
some testators favor, depriving the trus- 
tee of all discretion and directing that 
particular securities be retained. 

While a careful draftsman should 
caution his testator on the need for 
checking his will from time to time in 
the light of changed conditions, there is 
only one remedy which will cover all 
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“Zombie” trusts, irrespective of the 
causes creating them. That is a clause 
providing that if the principal of the 
trust should be reduced to X dollars or 
if the annual income should be reduced 
to Y dollars, the trust should thereupon 
terminate and the principal be paid over 
free of the trust to a designated person 
or persons, either the presumptive re- 
mainderman or the life tenant, as de- 
sired. 

The only objection to saying that such 
a clause should be included in every 
trust instrument is purely psychological: 
no trust officer or attorney would wish 
to tell a prospective settlor that his 
$25,000 trust might shink to $2,000 or 
$3,000. If he did nevertheless do so, after 
explaining that the chance of its hap- 
pening was only one in 10,000, the cus- 
tomer might be very apt to object that 
a clause of such very remote utility was 
not worth bothering with. 

Under these circumstances, it seems 
that the best solution would be a statute 
which would, in effect, write this type 
of clause into all trusts. While it would 
no doubt be unconstitutional if made to 
apply to trusts in force prior to the en- 
actment of the statute, there would seem 
to be no legal objection to its operation 
prospectively. Of certain small 
trusts, such as those for care of cemetery 
plots, are created intentionally. In order 
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“I don’t know. It was here last week!” 





to avoid the possibility of automatic ter- 
mination of a trust contrary to the 
testator’s intention, any statute enacted 
should probably be permissive only and 
require court approval before termina- 
tion. It should also, no doubt, provide 
that any creator of a trust could direct 
that, in a particular case, there should 
be no such termination even with court 
approval. 


Gerard T. Remsen, 
Attorney at Law 


New York, N.Y. 


Ia Winuesota 
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EDITORIAL... 





NEEDED: MILLIONS OF POLTTICIANS 


TRUSTEES’ ROLE ON THE HOME FRONT 


CONOMICS AND POLITICS ARE SO INTERWOVEN, particu- 

larly in a Democracy, that it becomes impossible to sus- 
tain a sound economy—or to protect the “capital” of Capital- 
ism—without active concern with Government. The business 
or personal Trustee cannot be an isolationist, no matter how 
impressive his facilities for statistical research and _ invest- 
ment analysis, as we see from the continual negation of 
economic principles by political expediency. 

Improved production technique and the greater sales 
and operating earnings are but preludes to increased wage 
and tax demands. But the labor demands—and needs—stem 
largely out of the tax take which increases the cost of living. 
We would do well to heed the statement by the father of 
Communism, Karl Marx, that “There’s only one way to kill 
‘apitalism—-by taxes, taxes and more taxes.” 

Referring to the $72 billion Federal budget. Herbert 
Hoover pointed out that this. plus expenditures of state and 
local governments, is about 37‘ of our national income, 
warning: “We cannot carry this expenditure or such tax 
load for long. The economic destruction of the United States 
is one means with which Stalin hopes to overcome us.” 
General Eisenhower recognized this danger, and the limits 
of military “defense.” when he stated: “The problem in 
defense is how far you can go without destroying from 
within what you're trying to defend from without.” 


Yet we see millions upon millions of dollars wasted. and 
literally billions poured down the drain of Inflation. Bernard 
Baruch avowed, within the month, that $24,000,000.000 in 
overall defense spending had been lost in “jacked-up arms 
costs that could and should have been forestalled.” 

If the health, perhaps even the existence, of our business 
freedoms as well as personal property rights, is to be 
assured, political economy will have to become more than a 
spectator sport. It has been astutely said that we should not 
damn our politicians, but ourselves for not being politically 
minded and active. An industrialist phrased it thus: “The 
American system is only as good as the citizenship of those 
who live under it.” 

Even in ordinary times it is foolish to “let George do it” 
when it comes to choosing political representation; when 
the world is divided into two immense political philosophies 
it can be disastrous. When property rights are more and 
more taken over by centralized government it is time to take 
a hearty interest in the wards as well as the Capitol. We have 
come too far down the degradation road to hide behind old 
superstitions about “not mixing politics with business.” 
Either we mix it or we shall have no private business rights. 
and ethics and integrity will be fully replaced by the cheap 
brawling of pressure groups in what Mr. Baruch calls the 
current “race of selfishness that is tearing the nation apart.” 

This condition is certainly not new but neither is it self- 
correcting. Good citizenship is a way of life, not a chore to 
be performed in an hour once a year—or once in four years. 
Carter Glass, before he became Senator, statesman and finan- 
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cial genius, denounced the “thieves who were prostituting 
the elections and parcelling out the spoils” in a single county, 
in words that fit our national picture today: 


“Perhaps you will expect me to charge that machine politics 
and politicians are entirely responsible for this state of affairs. I 
shall do nothing of the kind. They are the moving causes, and 
the actual instruments of this defiance of the popular will; but 
the responsibility for it rests largely upon the people . . . who 
detest dishonesty, but so lightly regard their own sovereign rights 
that they tamely submit to such shameless government.” 


The Business and Financial fraternities have special 
reason to participate in politics and set an example of good 
citizenship and appreciation of one of our basic freedoms: 
they are trustees of the savings of the people, and they 
possess a better than average understanding of the economics 
of living. They realize that there are few human rights with- 
out property rights, that capital and profit are basic to free 
enterprise and general prosperity. 


Two jobs lie ahead of these trustees if they are to pro- 
tect the value of the assets in their care. The first is to 
discuss with their neighbors the simple economic facts of 
life. The second is to help develop a more appealing person- 





It Has Happened Elsewhere 





—Yardley, in The Baltimore Sun 
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ification and ideology of Free Capital- 
ism than the Communists have devel- 
oped for their Centralized Capitalism. 
So long as people are lulled into be- 
lieving that the government owes them 
a living, just so long will they consider 
it no crime to get whatever they can 
get away with. 

During the coming election 
paign it will doubtless be contended 
that the average man is better off and 
the nation more “prosperous” than it 


cam- 


was twenty years ago. It should be so: 
in fact, more so, for the machine age 
has provided an average productivity 
increment of about four per cent a year. 
At this rate we should be more than 
60°c better off (the 4°7 increase being 
cumulative), even without allowance for 
the vast step-up in plant and equipment. 
invention and know-how during recent 
years. The fact is that the man with a 
family of three who made $5,000 in 
1939 is worse off today unless he makes 
$11.800: the family with a present in- 
come of $3,500 pays over $1,000 in 
hidden and direct taxes, and can buy 
only half as much per dollar as in 1939. 


Economic truths need to be broadcast 
in every community. And underlying all 
efforts toward a better political econ- 
omy must be the guiding principle enun- 
ciated by Gen. Washington in his Fare- 
well Address: “Of all the dispositions 
and habits which lead to political pros- 
perity, Religion and Morality are in- 
dispensable supports.” 








WHY AMERICA IS GREAT 


A unique contest being conducted by Gen- 
eral Mills, Inc., offers a $4000 scholarship 
to any recognized college in the United 
States to the boy or girl who best tells in 50 
words or less why the American form of 
government has brought the highest standard 
of living to the greatest number of people. 
There are 24 other first prizes, including a 
flight to the shrines and cities which have 
played an important part in American his- 
tory. The judging will be done by three 
members of the University of Minnesota 


faculty. Photo shows vice president Ray 
Brang explaining contest details to two 
students of Meadowbrook (Minn.) school. 
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IN THE NEWS 


D>>>>P>D> >> 
Wagner Heads P.B.A. 


Trust Division 





Paul C. Wagner, 
vice president of 
Fidelity - Philadel- 
Trust Co., 
was elevated to the 
chairmanship — of 
the Trust Division, 


phia 





Pennsylvania 


Bankers Associa- 

PAUL C. WAGNER <j - ‘ 
tion. at its annual 

business meeting on June 3rd. Mr. 


Wagner succeeds Robert J. Hunter. vice 
president and trust officer of the Third 
National Bank and Trust Co. of Scran- 
ton. 

The new vice chairman of the divi- 


is Malvin F. 


sion Gstalder. vice presi- 
dent and trust officer, First National 
Bank of Williamsport. Again elected 


Frey. 
assistant vice president, The Pennsy]l- 


secretary-treasurer is Robert U. 


vania Co., Philadelphia. 


Committees for Mid-Continent 
‘Trust Conference 


for the 2lst Mid-Conti- 
nent Trust Conference of the Trust Di- 


Committees 


vision of the American Bankers Associ- 
ation, to be held in the Adolphus Hotel, 
Dallas. November 13 and 14. have been 


announced by President Joseph W. 
White. George Waverly Briggs, vice 


president and senior trust officer of the 
First National Bank in Dallas, is chair- 
man of the General Arrangements Com- 
mittee. Other committee chairmen are: 

Program: Thomas J. Moroney, vice 
president and trust officer, Republic Na- 
tional Bank of Dallas. 

Publicity: Ralph E. Scott, trust officer, 
Dallas National Bank. 

Finance: R. J. MacBean, vice presi- 
dent and trust officer, Republic National 
Bank of Dallas. 


Hotel: Clarence E. Sample, vice presi- 


dent and trust officer. Mercantile Na- 
tional Bank at Dallas. 
Registration: W. P. Metcalfe, vice 


president and trust officer, Texas Bank 


& Trust Co., Dallas. 


Entertainment: William F. Worthing- 
ton, vice president and trust officer, First 
National Bank in Dallas. 


Ladies: Mrs. William F. Worthington. 


Ohio Trust Meet 
The effect of two State 
preme Court decisions on the appor- 
tionment of Federal 
discussed at the annual Ohio Trust Con- 
ference in Columbus on May 12th. by 
Lawrence G. Knecht. Cleveland attorney 


recent Su- 


estate taxes was 


who is counsel for the Ohio Fiduciaries 


Research Association. These cases. Me- 
Dougall v. Central National Bank and 
Viller v. Hammond, (reported April 


52 T.&XE., p. 329) approve of equitable 
apportionment of the estate tax in the 
absence of a State statute and discuss 
the effect of the marital deduction as 
well. 
The 
settlement options were outlined by Sid 
Marean, C.L.U. of Cincinnati. Company 
practices were reviewed and compared. 
Mr. that. if 


ance and trustmen have not cooperated 


functions and_ limitations of 


Marean remarked insur- 
too well in solving the estate planning 
problems of their mutual customers. it 
has been because each has been too 
prone to contrast his services with the 
other’s. The underwriter has taken the 
smug attitude that his is the only safe 
settle- 


ment incomes are guaranteed. In retalia- 


way to create security because 
tion, the trust officer has not waxed en- 
thusiastic over insurance proposals sub- 
mitted by the customer to him for ap- 
proval. 

The Mr. 


Marean, lies in a clear understanding 


solution, according to 
of the points of superiority of the other's 
services. There is a duty. he observed. 
for the trustman to educate the under- 
writer on trust procedures and services, 
and a complementary duty on the part 
of the insurance man to present to the 
trustman the 
limitations of the settlement options. To 
illustrate options can be combined with 


advantages as well as 


trust services in every instance to the 
benefit of the customers. Mr. Marean 
distributed a worksheet based on a case 
from his own files. and discussed the 
various points involved in accomplish- 
ing the client’s objectives with due con- 
sideration to the marital deduction and 
other estate and income tax factors. 
The closing address by attorney Jos- 
eph O’Meara of Columbus was based 
article on “Valuation of Close 
Corporation Stock” co-au- 
thored for the November 1951 issue of 
University of Pennsylvania Law Review 
(see note, Dec. °51 T.&E., p. 879). 


on an 
which he 


The meeting was presided over by 
Julius W. Reif, vice president and trust 
officer, Provident Savings Bank and 
Trust Co., Cincinnati. 
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A.ILB. NAMES TRAVERS PRESIDENT 


SomE 1,500 BANKERS, mostly of the 
younger generation, attended the 50th 
annual convention of the American In- 
stitute of Banking. educational arm of 
the American Bankers Association, held 
in Houston the week of June 2nd. Re- 
tiring president Alton P. Barr, who is 
vice president of the Security Commer- 
cial Bank in Birmingham, Ala., reported 
that membership of 93,709 represented 
the second highest in the Institute’s his- 
tory. exceeded only by the record total 
in 1950 when it was celebrating its 50th 
anniversary. Enrollments of 42,146 
were surpassed only in four years, 


With the estimated turnover in bank 
personnel averaging at least 25 per cent 
of the working force, Mr. Barr revealed 
that the Institute is once again placing 
special emphasis on the short course 
program which proved successful dur- 
ing the prior war when rapid training 
was essential to replace drafted men. 
Another result of conferences with bank 
management throughout the country in 
1950 was the publication last Fall of a 
new orientation course “You and Bank- 
ing. With 10,000 copies 
sold, this text has received the widest 
immediate acceptance of any Institute 
work, Mr. Barr declared. 

Succeeding to the presidency of the 
A.I.B. is Martin J. Travers, vice presi- 
dent of The Marine Trust Co. of Western 
New York at Niagara Falls. 


more than 


Stetson B. Harman. trust officer and 
secretary of First Trust 
Savings Bank of Pasadena, Cal., was 
elected vice president of the Institute. 


assistant and 





Estate Planning as a Career 


Changing family conditions and cir- 
cumstances, conflicting interests brought 
about by marriages and births, selfish 
desires that develop as family members 
mature and prosper—all these in a sit- 
uation make estate planning one of the 
most interesting as well as most respon- 
sible jobs in the world, declared Halsey 
G. Bechtel, Jr., trust officer of The Cen- 
tral Trust Co., Cincinnati, before the 
Trust Business and Investments Confer- 
ence, which was devoted to the theme 
“Trust Business as a Career. Estate plan- 
ning cannot only be made a career, but 
it is a very important cog in the ma- 
chinery of trust business, he stated. 

A new, young bank employee choos- 
ing estate planning for his career will 
and ap- 
pearance, as well as the ability to meet 
and like people. He must have bound- 
less enthusiasm for his work. develop a 


need a_ pleasing personality 


vivid imagination and learn to be re- 
lentless in the art of “follow-up” which 
may mean sticking with a prospect for 
years, according to Mr. Bechtel. Last, 
he must know his product better than 
know 


salesman need 


other product. 


any other any 

Before the neophyte can successfully 
meet and talk to people who have made 
their financial mark, he himself must 
acquire a mature stature and the years 
needed for this personal development 
can be well spent in learning how to 
handle the tools of his trade. A well 
planned training program in all divi- 
sions of the Trust Department will give 


SS 


SPEAKERS AT TRUST BUSINESS AND INVESTMENTS CONFERENCE 


L. to r.: William J. Copeland, assistant vice president, Peoples First National Bank & Trust 

Co., Pittsburgh; O. Roy Stevenson, assistant trust officer, Fort Worth National Bank; 

Charles W. Hamilton, vice president and trust officer, National Bank of Commerce, Houston, 
who presided; and Halsey G. Bechtel, Jr., trust officer, Central Trust Co., Cincinnati. 
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STETSON B. HARMAN 


MARTIN J. TRAVERS 


him the practical experience to fully 
understand operational procedures. An 
apprenticeship as an assistant to a trust 
officer will provide the foundation and 
the legal technicalities and practical ap- 
plication of trust services and admini- 
stration. Next would come the funda- 
mentals of investments, working up 
through the actual programing of in- 
vestments for trust portfolios. Because 
estate planning often involves the valua- 
tion of business interests a period spent 
in the Credit Department will prove in- 
valuable. The next exposure in Mr. 
3echtel’s outline would be to taxes. 


If done thoroughly this program will 
have covered several years during which 
the trainee will have matured mentally 
and physically to the point where he is 
ready to meet the public as an estate 
planner or trust new business repre- 
sentative. He should have considerable 
close supervision during his first year 
or more of contact work, and a great 
deal of care should be taken in the type 
of prospect assigned to him. A_ well 
planned direct mail campaign directed 
to a hand-picked list of prospects will 
produce all the leads that can be handled 
and greatly increase his productivity. 

When a new business man starts his 
outside work, volume in calls attempted 
and made is more important than qual- 
ity of interviews, in Mr. Bechtel’s opin- 
ion, because a new man should become 
known to as many people as possible as 
quickly as possible and further because 
the mere act of making calls gives him 
confidence. To this end he should also 
affiliate himself with the better service 
clubs, civic, charitable and business or- 
ganizations, although membership in 
these organizations, if spread too thin, 
can consume time and energy all out 
of proportion to the benefits to be de- 
rived, 

There are three groups. however. that 
a new business man can afford to spend 
more time cultivating. the attorneys. the 
life underwriters and the accountants. 
Experience has demonstrated that much 
new business can be obtained through 
the combined efforts of these groups. 
The trustman brings to the team the 

(Continued on page 450) 


411 








Pension Roll Dilemma 


COUNTERACTING INFLATION’S EFFECT 
ON CRITERION OF ADEQUACY 


DORRANCE C. BRONSON 


Actuary, The Wyatt Company, Consulting Actuaries, Washington, D. C. 


pone 'LANS—at least in the liter- 
ature therein—have usually had the 
objective of providing a pension (in- 
cluding Social Security, if applicable) 
of anywhere from 40% to 60% of an- 
nual earnings for those employees who 
remain with the employer from youth to 
old age, with proportionately smaller 
amounts for shorter service. Herein we 
will call this basis the “criterion of ade- 
quacy,” or just “the criterion.” By the 
end of 1952 there will be, perhaps, 1! 
million* ex-employees in the country 
drawing retirement pensions based, orig- 
inally, on this traditional notion of the 
proper size of pensions. However, large 
numbers of these retired employees have 
a benefit which is now far below the 
criterion when related to the compar- 
able pay they would have been earn- 
ing at retirement had such retirement 
occurred in 1952. 


There are millions of other employees 
still in active service for whom the pen- 
sion formula, in the plan to which they 
are subject, will bring out substantially 
less, as a percentage of their pay short- 
ly before their retirement in the future. 
than called for by the stated criterion. 
This comes about because their pros- 
pective pensions have accrued so far 
and are designed similarly to accrue in 
the future—on the basis of each year’s 
current earnings or, in some cases, on 
the basis of a pension formula expressed 
in “dollars” unrelated to pay level. This 
basis of pension accrual is in contrast 
to some plans which relate the pension 
to the average pay over the years shortly 
before retirement, the so-called “final 
average” plans. This is not to say that 
the final average type always meets the 
criterion either, since the adequacy of 
the pension diminishes more and more 
with the continued duration of time on 


*Excludes Social Security and Veterans’ Admin- 
istration payments. 
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Mr. Bronson, a 
Fellow of the Soc- 
iety of Actuaries, 
has been a member 
of the President’s 
Committee on Re- 
tirement; the Reed 
Committee on Civil 
Service Improve- 
ment; the State of 
Connecticut Retire- 
ment Commission; and the Committee on 
Retirement Plans of the National Asso- 
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sistant Actuary to the Travelers Insur- 
ance Co. and Assistant Actuary to the 
United States Social Security Board, in 
charge of the application of actuarial 
science to all phases of Social Security, 
the author has also been consultant to the 
Securities Exchange Commission, the De- 
partment of Justice, and other govern- 
mental and industrial organizations. 








the pension rolls concurrent with an in- 
flationary economy. 


Another type of pension scheme 
which has been frequently used is the 
y purchase” plan under which 


contributions are expressed as a fixed 


“money 


percentage of each year’s current pay 
and are utilized in providing such de- 
ferred pension at retirement age as the 
specific monies contributed can provide. 
This type of plan—being linked to con- 
tributions based, in large part, on ob- 
solete pay levels— is also apt to fall 
woefully behind the stated 
both in respect of active employees as 
they approach retirement age in the fu- 
ture and, with increasing effect, in re- 
spect of the pensions of persons already 
on the retired rolls. 


criterion 


Readjustments Through Social 
Security? 


Even the Social Security Act Amend- 
ments of 1950 help only those retired 
employees who had been covered by 


said Act. It cannot be denied that the 
increase in the Social Security benefits 

raising them by about $25 per month 
for the already retired persons and by 
70% 
not yet 


some and over with respect to 


brought about 
at least a temporary relief in the “fall- 
ing behind” of many pension plans in 


those retired 


respect of the average retired employee. 
Can retired employees. including the re- 
tired executive. look for higher pensions 
other than through periodic amendments 
‘o the Social Security Act? 


[ do not think so. as a general rule. 
While plans can be reconstructed to 
kecp up more adequately with the tra- | 
ditional criterion as far as active em- | 
ployees go. they can (at least the typi- 
cal industrial plan) do little or nothing 
to rectify the loss of the criterion with 
respect to already retired employees 
not only currently retired employees but 
the prospective retired rolls after further | 
inflation of the future. Only through a 
national system of 100°. coverage for 
both the currently productive and cur- 
rently non-productive groups — which | 
does not mean the Social Security Act 
the 
loss of the traditional criterion in our 


economy be even partly rectified. The 


in its present form—can inherent 


total coverage of the aged under that 
Act should include not alone those re- 
tired citizens who happened to put in 
their working efforts under an employ- 
ment covered by said Act, as now too 
narrowly constituted, but all older citi- 
the the farmer, the 
present old-age assistance recipients and 


zens housewife, 
any others now discriminately excluded 
from the Act—should participate in this 
national budgeting against inflation for 
modest augmentation of their otherwise 
fixed income. 


Prospect Under Industrial 
Pension Plans 


There are probably over 10,000 pen- 
sion plans in the country covering 10.- 
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000.000 and up industrial employees. 
Most of them are of recent vintage so 
that the actual retired pension rolls are 
relatively small. But they will grow and 
grow. Most persons of these groups are 
already under Social Security and are 
benefited by the substantially higher 
Social Security pensions enacted in 
1950. Nevertheless. the loss of the “cri- 
terion of adequacy” faces many of these 
industrial plans. 

Employers in private industry can, if 
they are financially able, shore up the 
prospective benefits in respect of active 
employees at any time by amending the 
plan to bring it in line with the criter- 
ion. It is not apt to be possible. how- 
ever, with respect to the then already 
retired employees: it might be done 
once or twice, when the pension rolls 
are small but not as a continuing prac- 
tice. 

The causes of this disparate treatment 
lie in 
the very raison detre of the business 


An the 


in the prospective pension of an actively 


in favor of active employees 


structure. increase in pay or 
producing employee can be economic- 
ally the theory of in- 


creased productivity. Past-service and 


reconciled by 


future-service pension costs for these 
current producers should be met out of 
current revenue rather than from. sur- 
plus. The actuary sets up the funding 
structure such that when these producers 
retire to the non-producing category. 


their then pensions will have been 
soundly financed to assure the level 
payment of the life-time benefit from 


retirement age until death. 

On what economic grounds can a 
substantial immediate cost increase be 
justified for an “across the board” en- 
hancement of the 


pensions? To what would such a cost 


retired employees’ 


be charged? The actuary could figure 
the added liability readily enough, but 


this cost—if the pension rolls had al- 


ready reached some distance toward 


Chart from annual report of Connecticut General Life Insurance 


Co. showing change between 1933 and 


various factors which determine premium rates for Ordinary Life. 


As the general decline in interest rates (which started in the 


1920's) 


several occasions. Within the past few years, however, the interest 
rate available on safe investments has leveled off, although it is 
far below what was available in 1933. Fortunately there has been 
tremendous improvement during the past quarter century in the 


average length of life. This improvement, in conjunction with 


the less unfavorable interest 


reduction possible in December, 1951. The total height of each 
bar represents what the cost of the contract issued at the age 
indicated would be if the company earned no interest at all on 


its invested assets. 


June 1952 


1951 in relationship of 


began to be felt, it was necessary to increase rates on 


picture, made a_ broad 


“maturity’—would be relatively high 
measured against the active-employee 
payroll, and much higher when meas- 
ured against the retired pension roll be- 
fore the increase in benefit. The whole 
purpose of the previous actuarial fund- 
ing, to make sound the payment of 
pensions, would be vitiated unless the 
employer could, simultaneously with the 
increase in the pension benefit, pay over 
to the insurance company or trust fund 
the whole sum of increased liability— 
an unlikely transaction. 

Would this payment or the assumption 
of its liability sit well with stockholders 

-many of whom are also retired them- 
selves? How would it look in a proxy 
notice, “We want you to vote for a 
207 increase in pension for the 1,000 
retired employees of the Company; the 
paid $8.000.000 over 
previous years with respect to these 
1.000 fully fund the 
pension they are now receiving; it is 


Company has 


employees to 


estimated the proposed increase will re- 
quire an additional $2.000.000.” 
Consider the matter also from the em- 
ployee viewpoint. Naturally. the retired 
employee feels sensitive on the subject: 
he was pensioned 5 years ago. say, after 
30 years of service, but living costs have 
left his pension weaker each year and 
he feels that the Company should do 
about it. The underlying 
basic problems and the inherent high 
costs of increases in the Company pen- 


something 


sion for him and his like, are apt to be 
lost sight of by the individual pensioner. 

The active employee’s sympathy with 
the already retired employee is not 
boundless. If the Company has just so 
much money to allocate to labor costs. 
it should not be diluted by spending a 
lot of it for people retired years ago, 
he feels. It seems likely that unions 
which have won settlements on pensions, 
health and insurance plans will want 
those benefits assured, and increased, 
and will not want either future contri- 





premium 


butions routed to ex-employees and/or 
ex-union members, nor present reserve 
funds reallocated to assure higher bene- 
fits for such ex-employees; this would 
mean—if things do not go well with the 
Company—lower benefits and impaired 
security for the union’s active (and 
vocal) employee membership. 


Attempts to Solve Dilemma 


All in all, the retired employee is in 
a tough situation as far as looking to 
a Company funded pension increase 
goes. He can look to occasional Social 
Security increases, but, for some, even 
this is a vain search since they may be 
under the type of plan which deducts 
the Social Security benefit in determin- 
ing what the Company pension is to be. 


Other attempts to solve the pension 
dilemma are being currently studied. 
These lie in undertaking to pay pen- 
not in dollars but in units of 
future current value. At the Interna- 
tional Congress of Actuaries in Holland 
last year, I heard from 
Sweden and other European countries 
to pay their Social Security bene‘ts in 
terms of cost-of-living changes. A large 
non-governmental Cooperative in Swe- 
den is now launching a “cost of living” 
bond issue (maximum rise at maturity 
507, however). 


sions 


proposals 


It has also been proposed in this 
country from time to time—though it 
is difficult to understand how it would be 
implemented and digested by our econ- 
omy—that the government's savings 
bonds pay off in cost-of-living values. 
If this came about. pension funds might 
wish to utilize such securities. 

The Teachers Insurance and Annuity 
Association has secured new legislation 
in New York to enable them to sell 
their college pension annuities. 1 pay- 
able in a fixed amount of dollars and 
14 in fluctuating investment units. The 
latter would be based on a common 








ORDINARY LIFE 


1 for $1000 Contract 


413 








stock fund and at the time each fixed 
pension payment was due, the fund 
would be valued and the amount of unit 
value paid over to the pensioner in ad- 
dition to said fixed pension component. 
Thus, if stocks appreciated with higher 
price levels (not always true, I under- 
stand) the retired professor's pension 
would increase correspondingly. 

Other studies are being made along 
similar lines; over a year ago the firm 
with which I am connected developed a 
report for a client proposing “equity 
life annuities” in place of “dollar life 
annuities” (see also the Harvard Busi- 
ness Review for January 1952). How- 


ever, with full pension outgo a matter 
of decades ahead, it will be a long 
time before these interesting efforts will 
have been tested. At present, while 
many pension plans have large invest- 
ments in common stocks or in other 
entrepreneurial enterprise, the objective 
is more to reduce future employer costs 
than to make money for the fund in 
order to pay higher future pensions or 
to channel the gains, if any, to the 
already retired employees. Private sav- 
ings and modest Social Security changes 
may still remain the only feasible aug- 
mentation of the retired employees’ 
Company pension benefit. 


Complete Trust and 


Investment Management 


Facilities 


PERSONAL 
CORPORATE 
PENSION 


TRUST DEPARTMENT 


THE PHILADELPHIA 
NATIONAL BANK 


Organized 1803 
PHILADELPHIA 1, PA. 


Member Federal Deposit Insurance Corporation 
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Correlation with Governmental 
Employee Pension Plans 


One of the obstacles to a complete cov. 
erage Social Security system lies in the 
attitude of public employee groups that 
they are better off with their localized 
pension plan (many public employees 
have no plan) than under Social Se. 
curity. They see it only as an “either, 
or” proposition, either their present plan 
or Social Security. They overlook the 
pension structure where Social Security 
would be the basic system and a local- 
ized run supplementary 
thereto. In this way these groups would 
stand to gain by Social Security benefit 
increases when more inflation forced the 
issue. 


plan would 


Actually, a ridiculous rule is con- 
tained in the present Social Security law. 
It says with respect to governmental 
employees that if a localized plan is 
in effect, the public employee group 
cannot have Social Security coverage. 
If. however, Social Security coverage is 
taken first, then it is all right to adopt 
plan later. To get 
around this absurdity. some public plans 


a supplementary 


are being discontinued with full intent 
of subsequent reincarnation as soon as 
Social Security coverage is obtained. 
The State of Virginia has just effected 

quite openly—a legislative legerde- 
main to accomplish this for State em- 
ployees. This brings about the same re- 
sult 


volves 


but in- 
which 
could be avoided by a straightforward 
amendment to the Social Security Act. 


of two coordinated plans 


much economic waste 


By remaining out of Social Security, 
public employee groups are apparently 
going on the theory (i) that legislation 
can always be counted on to increase 
and increase and increase the pension 
under their particular plan — not only 
for active employees but for the whole 
(ii) that the 
taxpayer will always foot the bill. 


retired roll as well. and 


Consider three examples—(i) New 
York State’s recently adopted constitu- 
tional amendment permitting legislation 
(if enacted) to increase the pensions of 
retired public employees in the State: 
(ii) the increase of some 15‘¢ last year 
in pensions for those retired under the 
Railroad Retirement system (this is a 
statutory plan even though the employ- 
ees are not “governmental”): and (iii) 
the Federal Civil Service Retirement Sys- 
tem, the largest staff pension plan in 
the world, with respect to which Con- 
gress is now debating the question of 


(Continued on page 452) 
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Harowp V. AmBerc, Vice-President 


SYDNEY 


Where in the world do your 


customers transact business? 


Let’s say you have a customer with a rush order 
from Caleutta for machine parts. 

Where can you get information fast? 

From the Foreign Banking Department of The 
First National. You'll find our officers glad to 
share their experience in remittance of funds, 
commercial and travelers letters of credit, foreign 
collections, and the purchase and sale of exchange. 

Through our world-wide correspondent banks 
we can supply credit ratings of foreign businesses. 
We'll also furnish the latest information on re- 
strictions, regulations, and conditions prevailing 
abroad. 

For more than 88 years we have been helping 


Epwarp E. Brown, 


James B. ForcGan, 


our correspondents meet customers’ problems 
in overseas trade. 

Call or write for further information about our 
Complete Foreign Banking service. Also ask about 
our other important correspondent services to 
help you serve your customers better. 


Complete Clearing and Collection Service ¢ Rapid 
Router e First National Bank Travelers Checks 
Loan Participation « Bond Department ¢ Assistance 
with New Types of Loans « Operational Surveys 
Wire Transfers « Safekeeping Service e Bank 
Remodeling and Modernization ¢ Correspondent 
Conferences « Public Relations and Advertising 
Credit Information « Assistance in Special Events 


Chairman of the Board 


Homer J. Livincston. 


Water M. HeymMann, 


Huco A. ANvERSON, Vice-President 


Vice-Chairman 
President 


Vice-President 
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Hersert P. Snyper, Vice-President 












Honor Law Students in 
Drafting Contest 


Bankers, lawyers and life under- 
writers joined in honoring a quintet of 
law students who were adjudged the 
winners in a Legal Instrument Drafting 
contest at a dinner Tuesday evening, 
May 6, at the University Club, Cincin- 
nati. The function was sponsored by 
the Cincinnati Council of Life Under- 
writers and Corporate Trustees, and was 
attended by representatives of the other 
groups that participated with the Coun- 
cil in sponsoring the contest—the Cin- 
cinnati Bar Association, the Cincinnati 
Lawyers Club, the College of Law of 
the University of Cincinnati and the 
Salmon P. Chase College of Law. 


The contest consisted of the prepara- 
tion of a will including a testamentary 
trust. It was conducted under the super- 
vision of a committee consisting of 
Julius W. Reif, vice president and trust 
officer of The Provident Savings Bank 
and Trust Co., chairman; Dwight 
Hostetter, trust officer of The Central 
Trust Co.; and Joseph W. Austin, CLU, 
representing the life underwriters. Nine- 
teen law students submitted entries, all 
of them excellent. 


Probate Judge Chase M. Davies pre- 
sented the awards to the winners. One 
of the judges, Louis J. Schneider, Jr., 
was himself a prize winner in 1949, 

Featured on the program were talks 
by Judd C. Benson, past president of 
the National Association of Life Under- 
writers, on “The Place of Life Insur- 
ance in Estate Planning;” Halsey G. 
Bechtel, Jr., trust officer of The Central 
Trust Co., on “The Place of Trusts in 
Estate Planning;” and Maynard Conk- 
lin, investment counsellor for the Cham- 
pion Paper Co., Hamilton, O., on “The 
Estate Planner’s Job.” 





Contest Chairman Julius W. Reif con- 
gratulating Gordon H. Hood, winner of the 
first prize of $100 in the Legal Instrument 
Drafting Contest sponsored by the Cincin- 
nati Council of Life Underwriters and Cor- 
porate Trustees. Other winners in photo 
are (1. to r.): Joseph V. Hoffman, second 
($50); Lee Hoefinghoff, third ($40); Paul 
J. Theissen, fourth ($25); and Bertwin J. 
Keller, Jr., fifth ($20). 
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American Bar Association 


Section of 


REAL PROPERTY, PROBATE AND TRUST LAW 


San Francisco; September 15-17, 1952 


SEPTEMBER 15 — 2:00 P.M. 


“Drafting Wills for Moderate Sized Estates’ — John 
Ritchie, III, Charlottesville, Va. 

“Probate Law Provisions Outside the Probate Code’-— 
Stephen M. Farrand, Los Angeles. 

Topical Reports: 

“Income Tax Problems in Respect of Decedent’s Income” 
—Martin M. Lore, New e¥ ork. 

“Effect of Marital Deduction on Rights of Surviving 
Spouse in Renouncing a Will”—Harold C. Jesse, New 
York. 

“Specific Bequests of Corporate Shares’—-Daniel M. 
Schuyler, Chicago. 


SEPTEMBER 16 — 9:30 A.M. 

“Vendor's Obligations as to Fitness of Land for a Partic- 
ular Use’”—Allison Dunham, Chicago. 

“What is an Acceptable Title to Real Estate?”—Floyd 
Cerini, San Francisco, introduction by Harold L. Reeve, 
Chicago. 

Symposium: “Joint Tenancies”’—Melvin Ogden and George 

Bouchard, both of Los Angeles. 

Topical Reports: 

“Significant Decisions in Real Property Law’—Robert 
E. Bingham, Cleveland. 

“State and Federal Legislation Affecting Real Property” — 
Ernest F. Griffin, Tarrytown, N. Y. 


SEPTEMBER 17 — 9:30 A.M. 
“Divided Loyalties in Trusteeships’—-Furman Smith, At- 
lanta, Ga. 
Symposium: “What a Lawyer Should Know about Trust 
Investments”—Russell D. Niles, New York and H. M. 
Bardt, San Francisco. 
Topical Reports: 
“Retirement Funds for Self-Employed”—James K. Taylor. 
New York, and Kenneth W. Gemmill, Philadelphia. 
“Certain Phases of Draftsmanship of Wills and Trusts” 
—Joseph Trachtman, New York. 
In addition to the Topical Reports mentioned above, the following 
committees of the section will submit reports during the several ses- 


sions, many in mimeographed form for distribution to registrants, and 
all to be published in the official proceedings: 


Real Property Law Literature (Robert H. Frazier, Greensboro, 
N. C.); Planning, Rebuilding and Developing Metropolitan Communi- 
ties (Elsa C. Beck, Chicago) ; Public and Private Housing (Horace 


Russell, Chicago); Fiduciary Transfers (Creighton S. Miller, Chi- 


cago); Fees and Commissions in Probate Proceedings (William H. 
Dillon, Chicago); Pension and Profit Sharing Trusts (Frederick E. 


Donaldson, New York); Taxation (Marvin K. Collie, Houston) ; 
Trust and Estate Legislation (P. Philip Lacovara, New York); Trust 
and Probate Literature (Henry H. Benjamin, Chicago). 
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Tax Clauses and Considerations in 


Drafting Wills and Trusts 


GOOD WILL OR TRUST must embody 
AS program which is workable; it 
must be legally sound; it must not be 
vulnerable tax-wise. This article reviews 
some of the tax considerations from the 
point of view of the draftsman.' 

A significant feature of the present 
federal estate tax is the marital deduc- 
tion. In planning for the marital deduc- 
tion—maximum or less than maximum 
—the entire estate, probate as well as 
non-probate, programmed. 
Unless there is such the 
amount of the marital deuction cannot 
be estimated. The result may be that 


must be 
correlation, 


if more assets than necessary are allo- 
cated for the marital deduction. an ex- 
pensive duplication of taxes may occur. 
Clause 


Percentage of Residue 


Assuming that the probate and non- 
probate portions of the estate have been 
properly correlated, a clause similar to 
the following could be used in allocating 
a portion of the probate estate for the 
deduction: 


(a) The remainder of my estate passing 
under this Will, after provision is made for 
the payment of all administration expenses, 
and all debts, claims, charitable bequests, 
and charges, other than estate and inheri- 
shall be divided into Part 
there shall be allocated 

cent of said re- 
Two, to which there 
(60%) per 


tance taxes, 


OnE, to) which 
(40%) per 
Part 
shall be allocated sixty 


forty (e.g.) 
mainder, and 
cent 
of said remainder. 

(b) In making the division required by 
subparagraph (a), it is my intention that 
there be allocated to Part ONE primarily 
such assets as will qualify? for the marital 
federal estate tax 

*This material represents part of a chapter 
prepared by Mr. Laikin for The Estate Tax 
Handbook, a symposium written by 22 tax 
experts and edited by J. K. Lasser, pub- 
lished by Matthew Bender & Co., Albany 1, 
New York, copyright 1951 by J. K. Lasser. 


deduction under the 


'For a discussion of the basic principles of good 
draftsmanship see the introduction to Rabkin and 
Johnson, Current Legal Forms With Tax Analysis. 
For a general discussion of estate planning, see, 
Death, Taxes and Your Estate, 88 TRUSTS AND 
Estates 8 (1949); Laikin, The Cost of Doing 
Nothing vs. Doing Something About Your Estate, 
Charles D. Spencer & Co., Chicago (1949). 


*Reference is to “tainted assets.” 
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George J. Laikin 
is engaged in the 
practice of tax law 
in Milwaukee and 
Chicago. He is the 
Wisconsin Legal Ed- 
itor for TRUSTS AND 
Estates. He was 
formerly a _ Special 
Assistant to the At- 





torney General of the United States, hand-, - 


ling governmental tax problems and litiga- 
tion for the Tax Division of the Department 
of Justice. He is counsel to the Wisconsin 
State Association of Life Underwriters and 
to the Milwaukee Association of Life Under- 
writers. He has written and lectured exten- 
sively on tax matters. 





laws. Therefore, if the federal estate tax 
laws shall, at the time of my death, provide 
for a marital deduction, I direct that there 
be allocated to and included in Part ONE 
first such assets as will qualify for the 
marital deduction and then such other as- 
sets as may be necessary to place in PArt 
One forty (40%) per cent of the re- 
mainder of my estate passing under this 
Will, as required by subparagraph (a). 


(c) The values and amounts to be used 
for the purpose of making the division 
into Part OnE and Part Two, as required 
by subparagraph (a), shall be the values 
and 


finally determined for 


federal estate tax purposes.3 


amounts as 


(d) All estate and inheritance taxes due 
by reason of my death shall be paid by the 
Executors from Part Two. 


Tax Formula Clause 


A clause such as the foregoing will 
prove satisfactory if an estate remains 
relatively staic. But most estaes fluctu- 
ate in value. Moreover, and as a practi- 
cal matter, few business men will keep 
their estate programs in mind when 
making new investments or entering 
into new ventures.' Life insurance may 
be purchased and programmed, and title 
to new real estate may be taken in joint 
tenancy, without regard to the estate 





®°This approach is analyzed and discussed by 
Kiley and Golden, ‘‘A Residue Formula for Mavzi- 
mum Marital Deduction,’”’ 89 TRUSTS AND ESTATES 
744 (1950). 


‘Edmonds, ‘‘Hints on Marital Deduction Prob- 
lems,’ 89 TRUSTS AND ESTATES 669 (1950). 


program. The so-called tax formula 
clause has the merit of flexibility and 
adaptability.° It also assures obtaining 
the maximum marital deduction where 
desired. 


The following is an example of a tax 
formula clause.® 


(a) It is my intention and desire that 
my estate be transferred to my heirs and 
beneficiaries in such manner as will secure 
for it the maximum marital deduction 
under the federal estate tax laws. There- 
fore, I direct that after provision is made 
for the payment of all administration ex- 
penses and all debts, claims, charitable be- 
quests and charges against my estate, other 
than estate and inheritance taxes, the re- 
mainder of my estate, passing under this 
Will, be divided into Part One and Part 
Two. There shall be allocated to and 
placed in Part ONE such portion of my 
estate, passing under this Will, as may 
be necessary to obtain for my entire estate, 
as determined for federal estate tax pur- 
poses, the maximum marital deduction 
available under the federal estate tax laws 
in force at my death. In furtherance of 
the foregoing direction, the portion allo- 
cated to and placed in Part ONE shall be 
of such value which when added to the 
value of other assets, qualifying for the 
marital deduction and included in my 
estate for federal-estate tax purposes, which 
have passed or shall pass to my wife pur- 
suant to other paragraphs of this Will, or 
by operation of law, or by contract, or by 
any other means, shall bring about the 
maximum marital deduction, as aforesaid. 
In making the division into Part ONE and 
Part Two, and notwithstanding the fore- 
going directions, there shall be allocated 
to and placed in Part ONE only such as- 
sets as will qualify for the marital deduc- 
tion, and no other assets. The portion of 
my estate passing under this Will, not 
allocated to and placed in Part ONE shall 
be allocated to and placed in Part Two. 
The selection and allocation of assets by 
the Executors for Part ONE and Part Two 
shall be final and conclusive on all parties. 


5Kiley and Golden, op. cit., p. 744, note 3, supra. 


®*The marital deduction in community property 
states (I.R.C., §812(e)(2)(B), Reg. 105, sec. 
81.47d(b)) may present special drafting problems. 
The type of clause suggested in the text should 
also cover a community property situation. How- 
ever, an interesting non-tax formula clause for a 
state like California has been suggested by Spin- 
ney, “A Marital Deduction Nontazx-Formula Will 
Clause,’’ 28 Taxes 855 1950), which is applicable 
in certain limited situations. 
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(b) The values and amounts to be 
used for the purpose of making the divi- 
sion into Part ONE and Part Two as re- 
quired by subparagraph (a) above shall 
be the values and amounts as finally de- 
termined for federal estate tax purposes.? 


(c) All estate and inheritance taxes due 
by reason of my death shall be paid by the 
Executors from the portion allocated to 
Part Two. 

(d) In the event my wife shall pre- 
decease me, the provisions of this para- 
graph shall be inoperative and of no force 
and effect and my residuary estate shall 
be distributed as hereinafter provided.8 


Saving Clauses 


If the estate is moderate in size, or 
if it shrinks in value, and the tax form- 
ula clause is used, it is possible that the 
amount allocated for the marital deduc- 
tion (whether outright or in trust) will. 
because of items passing outside of the 
probate estate, be insignificant. Under 
such circumstances, a wife might be 
justified in renouncing the will and 
taking her statutory share. This could 
result in a disruption of the entire estate 
program. 


If federal estate tax values are used 
in making allocations either under a tax 
formula clause or under a_ percentage 
of residuary estate clause. another prob- 
lem arises: the possibility that the es- 
tate might shrink to the point where it 
would be exempt under the federal es- 
tate tax laws. Under such circumstances, 
the standard for determining values for 
distribution purposes—estate tax valu- 
ations—would not be operative, and 
the will would prove to be entirely un- 


'The requirement that estate tax values shall 
govern will be of aid in a situation where values 
may be contested by a legatee, particularly where 
tax values have been compromised with the revenue 
agents. This requirement makes tax values binding 
upon all parties. See, N. Y. U. 7th Ann. Inst. on 
Fed. Taxation, p. 690 (1949). 


‘For another example of a tax formula clause, 
see LeFever, “When and How to Take the Marital 
Deduction, 88 TRUSTS AND ESTATES 707 (1950). 
For an alternative and interesting approach in- 
volving a formula clause whereunder the maximum 
marital deduction is achieved through the residuary 
estate, and by means of which some of the prob- 
lems which arise in connection with using federal 
estate tax values may be minimized, see Kiley and 
Golden, op. cit., note 3, supra, p. 704. They sug- 
gest the following: 


“I give the entire residue of my estate re- 
maining after the payment of all taxes as 
provided under Article One of my will to my 
trustee hereinafter named as trustee of separ- 
ate trusts to be designated as Trust A and 
Trust B. If my wife survives me, Trust A shall 
be comprised of that fractional share of the 
residuary estate passing under this Article 
which will equal one-half of my adjusted gross 
estate as finally determined under the Internal 
Revenue Code for Federal estate tax purposes 
less the aggregate marital deduction allowable 
for property or interests in property which 
pass or have already passed to my said wife 
under any other Article of this will, by opera- 
tion of law, through insurance contracts or 
otherwise. Trust B shall be comprised of the 
remaining fractional share of the residuary es- 
tate or of the entire residue if my wife does 
not survive me. Such fractional shares of resi- 
due shall be determined on the basis of final 
Federal estate tax values.” 
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ATTORNEYS ATTEND ESTATE PLANNING MEETING 


Current Prostems In Estate PLANNING were discussed by Joseph Trachtman, New York 
legal editor of Trust ands Estates, when attorneys of Atlantic, Cape May and Cumberland 
counties were entertained at a dinner meeting held recently at the Seaview Country Club, 
Absecon, New Jersey. Pictured at the dinner, which was sponsored by the Boardwalk 
National Bank of Atlantic City, are (seated |. to r.) Senator A. J. Cafiero; Superior Court 
Judge Vincent S. Haneman; Mr. Trachtman; Superior Court Judge Elmer B. Woods; 
and Elwood F. Kirkman, president of the Bank. Standing (1. to r.) Judge David Horuvitz; 
Walter E. Beyer, vice president and trust officer; Judge Harry Tenebaum; Senator W, 

Howard Sharp; Assemblyman Milton W. 


workable. Even special court construc- 
tion might not be available to save it. 

The foregoing contingencies can be 
covered by the following suggested 
language. to be added to either the tax 
formula or the percentage clause set 
forth above: 


Notwithstanding the foregoing provisions, 
the portion allocated to Part ONE shall not 
be less than one-third (1%) of the value 
of my estate passing under this Will. For 
the purposes of this paragraph, the value 
of my estate passing under this Will shall 
be the value thereof as reflected by the 
inventory and appraisal filed with and 
approved by the Court having jurisdiction 
over the probate of my estate, less admin- 
istration expenses, debts, claims and other 
charges, but before estate and inheritance 
taxes. In the event the provisions of this 
paragraph become operative, Part Two 
shall consist of that portion of my estate, 
passing hereunder, which is not allocated 
to Part One under the provisions of this 
paragraph. 


But suppose the estate has diminished 
to such an extent that the division into 
portions, whether based upon estate tax 
or probate values, is pointless because 
the amount passing under the will is 
really too small and it should all, there- 
fore, go to the wife. The following lan- 
guage could be used to meet such a 
contingency : 

Notwithstanding the foregoing provisions, 

if the value of my estate passing under 

this Will, as reflected by the inventory 
and appraisal filed with and approved by 
the Court having jurisdiction over the 
probate of my estate shall be less than 


Glenn, and Judge Richard 8S. Mischlich. 
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other charges, but before estate and in- | ass 

heritance taxes, then and in such event, hus 

I sive, devise and bequeath to my wife, | nor 

free of trust, my entire residuary estate. | wil} 

Fe ' 

In general. it is desirable to provide | avo 
that the portion of the estate allocated | on. 
for the marital deduction shall pass} ma 
free of taxes. and that the taxes shall | pro 


he paid from the non-marital portion. | disc 
This procedure, illustrated by some of 
the above clauses. simplifies ultimate 


computation of the tax. Moreover, if 1 
the maximum marital deduction is de- | the 
sired. it can be obtained only through | fit 

this approach. because the maximum de: | Mus 
duction is based upon the adjusted gross} pres 


estate which in turn is determined prior lhe 


to provision for taxes. tain 
the 

(Qualifying Assets to t 

Since the Internal Revenue Code pro-}| PF©% 
vides that only certain kinds of assets} Pei 
will qualify for the marital deduction,’ for 
the will should expressly provide that the 

only such qualifying assets be allocated shall 
to the marital trust. Similarly. only such &tty. 

assets should be placed in an inter vivos Cus 
trust intended for the gift tax marital the 


deduction. It is also important to avoid Prop 
directions that the executors purchase, | 


assets for the wife which may involve 81.47» 
1 Tax Ff 
: URe 
ests, such as an annuity, purchased by iy, 


executors under direction of a testator, Dedue 


terminable interests. Terminable inter: 


; Estate 

“ F (1951) 
°I.R.C., §812(e) (1) (B); Reg. 105, sec. 81.47b. 
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STATES) 


will not qualify for the marital deduc- 


tion.'” 
It is the intent of the law that assets 
passing under the marital deduction 


shall be taxed in the wife’s estate if she 
has them at her death. Therefore, where 
resort to corpus will be necessary to 
provide for the maintenance of a wife, 
it is desirable to allocate consumable 
property for such purpose. Then to the 
extent that such property is consumed 
prior to her death, that which has es- 
caped tax at the death of the husband 
will also escape tax at her death. 

If the composition of the estate is 
such that specific directions to this effect 
cannot be given, then discretion to make 
such allocation should be given to the 
executors. This was done in the illus- 
trative clauses presented above. The 
granting of such discretion may also en- 
able the executors to allocate for mari- 
tal deduction purposes assets which are 
not expected to appreciate in value. If 
marital deduction assets appreciate in 
value. it may not be possible to con- 
sume them completely. Moreover. such 
increase in value may result in higher 
taxes being paid at the death of the wife 
than would have been paid had such 
assets been taxed in the estate of the 
husband. If such assets are placed in a 
non-marital trust. it may be used. as 
will be shown later. as the medium for 
avoiding the so-called second tax there- 
on. Such the 
may also facilitate the allocation of un- 


discretion in executors 
productive property. which will also be 
discussed later. 


Income Requirements 


The requirement that all income from 
the trust must be for the exclusive bene- 
fit of the and if distributable. 
must be distributed at annually 


wife, 
least 
presents a number of drafting problems. 
The Regulations! do, 


tain much help. Thus, notwithstanding 


however. con- 
the requirement that all income be paid 
to the wife, it is apparently proper to 
provide that income earned during the 
period of administration may be used 
for administration expenses.'? Yet. if 
the instrument provides that income 
shall be used to pay off mortgaged prop- 
erty, qualification may be defeated be- 
cause all of the income does not go to 
the wife, even though such mortgaged 
property ultimately will be transferred 


LR.C., §$812(e)(1)(B) (iii); Reg. 105, sec. 
81.47b(e). See also, Kramer, “New Estate and Gift 
Tax Regulations,” 26 Taxes 1139 1948). 

“Reg. 105, sec. 81.47a(c). 

"McLucas, “Current Issues Covering the Marital 
Deduction,” 27 Taxes 1115 (1949); Trachtman. 


Estate Planning, p. 126, Practising Law Institute 
(1951). 
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to her in otherwise 


manner.!* 


an qualifying 

Under the Regulations it is proper 
to give the Trustee the right to deter- 
mine what is income and what is corpus 
without inviting disqualification of the 
marital deduction, if a local court would 
impose reasonable limitations upon the 
exercise of such discretion. The Trustee 
may also be given the right to determine 
what expenses and charges may prop- 
erly be made against income and what 
against corpus. The Trustee also may 


Problems Under 
89 TRUSTS AND Es- 


Edmonds, ‘Administrative 
Marital Deduction Clauses,” 
TATES 382 (1950). 


be given the right to apply income di- 
rectly for the benefit of the wife, if 
there is also a provision requiring all 
of the income to be made available to 
her. 


Unproductive Property 


A direction that unproductive prop- 
erty be allocated to the marital trust 
may defeat the deduction because such 
property will produce no income for 
the wife. Thus, while a home and per- 
sonalty, both of which are unproductive, 
may be kept by the Trustee for the use 
of the wife, if the instrument is so 

(Continued on page 454) 
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In Illinois, more lawyers and 
real estate men do business with 
Chicago Title and Trust Com- 
pany than with any other firm! 
Our unequalled experience in 
both fiduciary and real estate 
matters has built this record... 
just as it qualifies us to offer out- 
standing cooperation to you and 
your customers. 

If there is property in Illinois, 
you will find it a matter of good 
judgment to suggest Chicago 
Title and Trust Company as 
ancillary administrator. 
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A Professional View of 


Women's Finance Forums 


in women’s finance forums and the 
diverse conclusions being drawn by 
bankers who have sponsored such pro- 
grams, some pertinent comments based 
on experience which I have gained in 
directing forums for banks in a variety 
of communities may be timely. 


LT LIGHT OF THE EXPANDING INTEREST 


There is no question that women are 
eager for information on the subject 
of financial planning and the need for 
broader education along these lines is 
tremendous. But if such a program is to 
be undertaken, it is essential that it be 
executed in the most effective manner. 
I do not refer to the amount of money 
to be spent on the forum but rather 
to making the presentation so attractive 
to the women that the bank will re- 
ceive the fullest benefit from its efforts. 


I firmly believe that no forum should 
be conducted as a sales promotion cam- 
paign. An educational program is pure 
public relations and unless presented 
on this basis it is likely to defeat its 
own purpose. Furthermore, we should 
never lose sight of the fact that public 
relations is a two-way street wherein 
it is just as important for business to 
listen to its customers as it is for the 
customers to hear what business has to 
say. 


Potential Audience First Concern 


When I am retained by a bank to 
run a forum, after discussing the situa- 
tion with management my first concern 
is the women who are likely to com- 
prise the audience. Before I venture io 
make any plans I want to consult a 
group of leading club women in the 
community both to get the feel of the 
group and to learn how the forum can 
best be set up to appeal to the potential 
audience. I need an over-all picture of 
the women’s organizations, which vary 
widely in different communities, and 
with this background I can select the 
organizations whose presidents will con- 
stitute a fair cross-section of the area 
to be approached. 


Ifaving decided upon the group, I 
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Since most Fi- 
nance Forums have 
been conducted for 
audiences composed 
entirely of women, 


TRUSTS AND Es- 
TATES feels it ap- 


propriate to pre- 
sent a woman’s es- 
timate of this type 
of public relations 
activity. Miss Williams is particularly 
fitted to discuss the subject, being for- 
merly investment counselor at the Bank 
of New York and, more recently, an in- 
dependent public relations consultant. In 
the latter capacity Miss Williams has 
undertaken to bridge the gap between 
Wall Street and Main Street. She is 
well known as a speaker on investments 
and has planned and conducted Women’s 
Finance Forums for banks in suburban, 
metropolitan and industrial areas. 





DOROTHY WILLIAMS 





invite these women to a luncheon at the 
nicest place available. There I tell them 
about the proposed forum and learn 
how the program can be made most 
convenient and attractive to the women 
who may wish to attend. As an out- 


sider rather than a member of the 


bank’s staff, | am in an advantageous. 


position in talking with my guests. Ob- 
viously I do not know their business 
and have no axe to grind. Since I am 
in no way suspect, the women talk freely 
and frankly with me, providing back- 
ground material that is invaluable in 
setting up the program. 

First, I learn from them the best 
timing for the forum. And here let me 
point out that there is no such thing 
as a good “off” day nor is there any 
“best” hour of the day. Communities 
vary considerably and only by consult- 
ing women who know their town well 
can the most satisfactory answers be 
found. I have run morning, afternoon 
and evening forums, each planned on 
the recommendations of the women con- 
sulted. It always amazes me to find each 
group of women I consult in complete 
accord as to what will be the best tim- 
ing in their town. 


Let Them Choose Subjects 


The subjects to be discussed at the 
forum are another important considera- 
tion and here again the women’s reac- 
tions are advisable. Interests vary in 
different types of communities and it 
is essential to learn what topics will 
have the greatest appeal. For instance, 
I have not found a group of women 
who wish to hear a talk on budgeting, 
a subject used by many bankers. while 
the only session I have included on real 
estate and mortgages was given at the 
request of the women. In an industrial 
area where people generally are not too 
familiar with all of the bank’s services, 
a session on the various ways in which 
the bank can be of assistance may be 
extremely worthwhile. Fitting the pro- 


gram to the needs and interests of the 


audience, is a basic requirement for a 
successful forum and, if followed, any 
type of customer represents a potential 
audience. 

Everyone will agree that the speaker 
can make or break a program. Continu- 
ing the consultation I ask the women 
whether they prefer men speakers. wo- 
men speakers or both. It will shock 
some readers to learn that the only 
answer I| have reecived is, in effect, “By 
all means get us women if you possibly 
can.” In all fairness to the men I have 
probed this response to be told that 
while men can be good speakers, they 
seldom are for a feminine audience, be- 
ing prone to talk in technicalities or else 
to talk down to the women. Perhaps the 
ladies’ point of view is typified by a 
remark made to me recently by an 
attractive young after I ad- 
dressed the Woman’s Club in a subur- 
ban community. “Before I say anything 
about your speech, let me tell you how 


woman 


much we appreciate your treating us 


as intelligent human beings.’ 
Preliminary Preparations 
By the time my luncheon guests take 


their leave, dates for the forum have 
been settled—allowing leeway for speak- 
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ers’ schedules and the availability of 
the best auditorium—the time of day 
has been decided and the subjects ap- 
proved. Not only have these women 
given me priceless assistance in plan- 
ning the forum but they serve as an 
advance guard in promoting it. They 
are always anxious to be of all possible 
help and I call on them for any further 
information | may need as our plans 
progress. Meanwhile. they mention the 
coming program to their friends and 
fellow club members with the result that 
interest in the forum is quietly being 
built up before any public announce- 
ment is made, 

When I have contacted speakers and 
arranged the program. all subject to the 
hank’s approval, | plan colorful invi- 
tations the 
women. and registration cards to be 


designed to appeal to 
used in applying for tickets to give the 
forum its rightful air of importance. 
Frankly. | do not have a high opinion 
of statement stuffers. Our mail today 
cluttered with advertisements, 
which often reach the waste basket un- 
read, and many of us are slow to open 
our bank statements. I want the women 
to regard the forum as something quite 
out of the ordinary. Mailed in a special 
envelope. the invitation assumes added 


is too 


importance and the expense is trivial 
compared with the interest aroused by 
an unusual piece of mail. Women are 
particularly responsive to details and | 
consider it well worth while to plan 
each one to attract them. 

Two to four weeks before the open- 
ing session, | announce our plans for 
the forum to the presidents of all the 
womens organizalions in the area to 
be approached, doing this at a tea or 
a luncheon which need not be ela- 
borate. | explain the forum, answer any 
questions the guests may have and give 
each of them as many invitations and 
registration cards as she wishes to take 
hack to group. The 
women are deiighted to have been in- 


her respective 
vited, they are enthused over the plans 
and are eager to spread the news of the 
coming meetings. 

At this time the bank usually sends 
invitations to its women customers as 
well as to the wives of its officers and 
directors. Then, except in a large metro- 
politan area, general announcement is 
made in the press with a news story and 
an advertisement planned to fit the par- 
ticular community. Without asking each 


| registrant how she heard about the for- 


um it would be impossible to estimate 
which source produces the greatest num- 
? ber of requests for tickets, but I am 


ari 
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convinced that the enthusiasm of the 
women who have learned about it at 
first hand is a telling factor in bring- 
ing about a “sell-out” shortly after the 
ticket distribution starts at the bank. 
Naturally it is effective publicity-wise 
to have the demand for tickets exceed 
the supply. 


Publicity 


From this point on, advertising and 
publicity are usually extremely impor- 
tant, with the amount and kind depend- 
ing on the community. If the program 
is presented as a community service, 
the inierest and cooperation of even 
the most hard-boiled newspaper editor 
can be enlisted. Except in large cities, 
before each session | give the papers 
a picture of the speaker with a back- 
ground story and usually plan some kin:| 
of a reminder advertisement as well. I» 
an area served by a local radio station 
spot announcements can be effective. 

If it can be arranged, newspaper cov- 
erage of the actual meetings is most 
The 
have participated in the programs I 
have directed do not read their speeches 
and I| have yet to find a group of women 


interested in copies or even outlines of 


desirable. women speakers who 


the speeches. I find audiences most ap- 
preciative of attractively designed note- 
books. more than adequate for any notes 
they may wish to make at the meetings, 
and a sturdy. well-sharpened pencil. 


Conducting the Sessions 


It seems to me of paramount import- 
ance to have the president or another 
senior officer of the bank preside at the 
forum sessions and introduce the speak- 
ers. This gives added dignity to the 
meetings and shows the audience that 
the bank regards them as worthy of 
special consideration. 


A question and answer period con- 
ducted by the speaker is an essential 
part of each forum meeting. If this is 
to run smoothly. permitting everyone 
who wishes to participate. written ques- 
tions are most desirable, especially be- 
cause they preclude any embarrassment 
on the part of members of the audience. 
The last pages of the no:ebooks can be 
prepared to provide slips for this pur- 


pose. 
What Results? 


Given a capacity audience. stimula- 
ting speakers and widespread interest 
in the community, strengthéned by val- 
uable publicity, how are we to measure 
the results of a forum? In the absence 
of any standard it must be realized that 
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the success of an intangible will natur- 
ally vary with the eyes of the beholder. 
Reverting to my original premise that 
a forum is not a proper medium for 
direct sales promotion, I think it un- 
reasonable to look for an immediate in- 
flux of new business when the program 
is completed. 


Sometimes new accounts are prompt- 
ly forthcoming but these are the ex- 
ception. Without question, business will 
develop over a period of time in the 
form of will appointments, trusts and 
other important accounts. However, it 
should be realized that much of this, 
though actually initiated by the forum, 
may never appear directly attributable 
to it. In one town in which I served as 
consultant to a bank. the lawyers report 
that they have been unusually active 
since the forum. rewriting old _ wills 
and drawing new ones, but many years 
may elapse before any of the potential 
business materializes for the bank. 


From my experience I am convinced 
that the greatest value to be derived 
from a forum cannot be measured in 
dollars and cents. Rather, it is to be 
found in the increase in the prestige 
of the bank, which is evidenced in many 
ways. To have the women who attended 
the forum coming into the bank to ex- 
press their appreciation to the officers; 
to hear their husbands enthuse over the 
opportunity that has been given their 
to know that women who did 
not attend feel they have missed an 
event of outstanding importance; and 
to hear favorable comments throughout 
the town—all normal consequences of 


wives: 
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a well-presented forum—are priceless 
ingredients to enhance the bank’s good 
will. The bankers for whom I have di- 
rected forums heartily agree with my 
conclusions. 


Survey Reveals 


In preparation for this article | wrote 
to thirty bankers across the country, 
who have conducted forums, to obtain 
their reactions to some important ques- 
tions. Banks of various sizes located in 
widely diversified communities ranging 
from small towns to large cities were 
selected for this purpose to provide a 
good cross-section of the country. The 


detailed answers from fifteen of the 
group, in themselves a satisfactory cross- 
section, show some interesting results. 

Seven bankers reported that new busi- 
ness has developed from their forums 
living trusts, and 
agency accounts. The size of the ac- 
counts mentioned ranged from $130,- 
000 to as much as $1,500,000. Three 
others did not know whether any new 
business had resulted from their pro- 
grams and only five reported no new 
accounts from this source to date. That 
the forum will pay for itself over a 
period of time is anticipated by one- 
third of the respondents, a like number 


in executorships 


From a trust officer’s letter 
of March 1, 1952 
to The Purse Company 


* 


“The trust advertising material 


that you sent us 


for use 


during the next 12 months 


is the best 


you have ever prepared for us’ 


This trust officer’s bank is using 
Purse service for the 19th consecu- 
tive year to develop business for its 


trust department. 


Without 


obligation, 


for 


write 


information about Purse service. We 
can show you why it should prove a 
very profitable investment for your 


bank. 


* 


THE PURSE 


Hradpuaitcs fov Trust” Adocitinong 


CHATTANOOGA, TENNESSEE 


CHICAGO 
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have no such idea and the others left 
this question unanswered. 

The replies unanimously bear out the 
contention that the value of this public 
relations project lies in the creation of 
good will among customers and _ the 
community at large and is inestimable, 
All considered the forum definitely 
worthwhile on this basis alone. 


Follow-up Essential 


Having developed extensive enthusi- 
asm and an unusual amount of favor. 
able publicity, too many bankers are 
content to rest on their laurels. Of the 
fifteen who responded to the question- 
naire only ten indicated that any follow. 
up had been undertaken or even con- 
sidered. In using the term “follow-up” 
[ refer to the pursuance of a project 
well initiated and not the solicitation of 
business. While this phase of the forum 
field is still too young for the possibili- 
ties to have been thoroughly explored, 
its importance may have been under- 
estimated. 


If the subjects discussed at the forum 
sessions have been directed to the par- 
ticular interests and needs of the audi- 
ence, the women will be eager to learn 
far more than can be covered in one 
talk, as evidenced by the searching ques- 
tions that follow. Viewed realistically, 
one meeting can do little more than 
skim the surface of any side of financial 
planning and while this is a good be- 
ginning. it should not be considered an 
end in itself. Another forum is the ideal 
goal but since some time must elapse 
before this is likely to be feasible. in- 
termediate should be taken to 
that has been 


steps 


maintain the interest 


created. 


First, it would be well to remind our- 
selves that the women who have parti- 
cipated in the forum are grateful to 
have had this unusual program pre- 
sented for their special benefit and they 
have been stimulated by the subjects dis- 
of the 
audience may not be customers of the 


cussed. Many members usual 
sponsoring bank so that from every 


angle it would be a pity to let their 
£ pity 


EE 


interest wane. The problem is to find | 


the best way to keep the fires burning 
for only one fact is certain, that the 


approach must be geared to the particu: | 


lar group concerned. 


It is flattering to any audience and | 
the sponsor will benefit from a letter | 


sent out soon after the final session over | 
the signature of a senior officer of the | 


bank. The letter will 


(Continued on page 450) 


content of this 


TRUSTS AND ESTATES 


» 


d 


p 


0! 


Co 
ch 
Ce 


Wa 


ar) 


s left 


it the 
ublie 
on of 
| the 
iable, 
nitely 


thusi- 
‘avor- 
s are 
Mf the 
stion- 
llow- 
con- 
W-up” 
roject 
on of 
‘orum 
sibili- 
lored, 


se 


inder- 


forum 
» par- 
audi- 
learn 
1 one 
ques- 
ically, 
than 
ancial 
id be- 
ed an 
ideal 
elapse 
le. in- 
en to 
been 


d our- 
parti- 

ful to 
) pre- 


usual 
of the 
every | 
their | 
o find | 
irning | 
at the | 
articu- | 


e and | 
letter 
n over 


of the i 


r will} 


TRUST COUNCIL ACTIVITIES 


Before itemizing last month’s Life 
Insurance Trust and Estate Planning 
Council meetings, it might be appropri- 
ate to highlight some pertinent com- 
ments from the recent Mid-Year reports 
of the National Association of Life Un- 
derwriters Committees on Relations 
with Attorneys and with Trust Officers. 
The latter group, under the chairman- 
ship of Roland D. Hinkle, C.L.U.. indi- 
cated that at the time of its report there 
were 57 active councils in 34 states, with 


eactivation and = organization efforts 
r a) 
proceeding in eight other cities. Mr. 


Hinkle remarked on the healthy trend 
toward broader membership to include 
attorneys and accountants, with a grow- 
ing tendency to adopt the designation 
Estate Planning Council rather than the 


traditional name Life Insurance and 
Trust Council. 
The Attorney Relations committee. 


headed by M. W. MRIS 


questioned the desirability or practica- 


Peterson. 


bility of small local “relations” groups 
because of the feeling that they would 
degenerate into grievance committees 
rather than be regarded primarily as 
Mr. 


existing 


media for interchange of ideas. 
the 
councils, enlarged to embrace the legal 


Peterson suggested that 
profession, furnish a far better means 
har- 
monious relations. It is in the field of 


of establishing and maintaining 
estate planning that the three groups 
come in contact and it is logical that 
Estate Planning Councils be the vehicle 
to accomplish the desired objectives. 


May council meetings included the 
following: 


Connecticut: 20th— Walter H. Wheel- 
er, Jr.. president of Pitney-Bowes, Inc., 
addressed the meeting on the subject 
“Mr. Private Enterprise at Work.” New 
council president for the coming year is 
Henry E. McCone, trust officer of Hart- 
ford National Bank and Trust Co. 


Florida: 28th — “Estate 
Planning for Farmers and Ranchers” 
was the subject of a talk by George 


Southeast 


Allen. C.P.A. and attorney from Ft. 
Myers. 

Chicago: 15th-—-A_ symposium on 
actual cases from the files of trust com- 


panies was presented by local trust- 
men. John W. Heddens of Continental 


Illinois National Bank and Trust Co. 
handled “Trust Availability for the 
Smaller Estate:” Rollin B. Mansfield 


of First National Bank took “Business 
Insurance and Trust Cooperation;” and 
Austin Fleming of Northern Trust Co. 
discussed the “Importance of Insurance 
to Trustees in Estate Conservation.” At- 
torney Harold J. Clark was moderator. 


South Bend: 19th—James F. Thorn- 
burg, local attorney and former profes- 
sor at Notre Dame University, spoke on 
“Corporation Key Man Insurance and 
the Emeloid Case.” 


Boston: See page 448. 


Cincinnati: See page 416. 
Cleveland: 20th—J. 


Paul Grogan, 





Community Service Room in newly opened Poplar Plaza branch of the First National 
Bank of Memphis, Tenn., which accommodates up to 60 people and is available without 
charge to civic, educational, charitable or religious groups for day or night meetings. 
Complete kitchen facilities make possible the serving of refreshments. Community response 
was instantaneous. Newspapers and radio stations commended the bank; scores of com- 
plimentary letters and telephone calls were received; reservations for the room began 
arriving; and a number of new accounts were establishd on the opening day as a direct 
result of the project. 


June 1952 


C.P.A., in charge of taxes at the local 
office of Arthur Anderson & Co., dis- 


cussed “Deferred Compensation.” 


Dayton: 21st—The income and estate 
tax treatment of insurance renewal com- 
missions under Section 126 of the In- 
ternal Revenue Code was reviewed by 
Hugh M. McKay, associate counsel of 
the ‘State Mutual Life Insurance Co. 


Pittsburgh: 27th—Aims C. 
vice president in charge of trusts at 
Mellon National Bank and Trust Co., 
addressed the annual meeting on the 
theme of current conditions. The coun- 
cil elected the following officers: 


Coney, 


Pres: Henry Cooper, vice president, 
Mellon National Bank and Trust Co. 

Vice Pres.: Frank C. 
Bankers Life Co. of lowa. 
(re-elected): Ross S. Ed- 
gar. executive Pittsburgh 
Life Underwriters Association. 


Dallas: See page 449. 
El Paso: 20th—The third in the series 


dealing with the role of the respective 
participants in estate planning was 
handled by H. T. Etheridge, Jr.. C.L.U., 
who discussed the life underwriter’s 
functions. He observed that “the most 
encouraging evidence that we (the life- 
underwriters} have begun to assume 
a professional status is our presence here 
with members of the Bar, the C.P.A.’s, 
and the trust officers.” Pointing out that 
codes of ethics are nothing more than 
rules of conduct laid down by a pro- 
fessional group to protect the public 
it serves, Mr. Etheridge urged under- 
writers not only to respect the codes of 
other groups but observe carefully the 
codes to which they have agreed in their 
own associations. 


Fort Worth: 19th—Dr. W. H. Irons. 
vice president of the Federal Reserve 
Bank of Dallas, brought the council’s 
most successful season to a close with 
a talk on economic trends. 


Wigginton, 


Sec.-Treas. 
secretary, 


Richmond: 15th—Problems in part- 
nership and close corporation insurance 
were analyzed by H. P. Gravengaard, 
vice president and executive editor of 
the Life Publications Department of the 
National Underwriter Co. 

Charleston, W. Va.:—A new Estate 
Planning Council was organized on 
April 14th, with the following officers: 

Pres.: Alan A. Greenspon, C.L.U.. 
Equitable Life Assur. Society. 

Vice Pres.: Payne Brown, vice presi- 
dent and trust officer, National Bank of 
Commerce. 


Sec.: William M. Ellis, C.P.A. 
Treas.: Charles W. Loeb, Esq. 


423 












PROFESSIONAL INVESTORS 


DIGEST 


Sidelights ... Trade Winds ... Memos... Portfolio Studies . .. Funds Index . . . Reports 








-_sidelights on 





PENSION FUNDs: 


A situation has developed in pension 
trusts somewhat similar to that which 
took place in personal trusts about two 
years ago. In middle-1950 the outbreak 
of the Korean war upset the stock mar- 
ket and it looked as if prices might go 
lower. About the same time New York 
State, long the stronghold of the legal 
list idea, amended its law to permit 
trustees discretionary investment up to 
35 per cent of the value of the trust. 


New York trust officers were eager 
to buy common stocks. “Hold off” they 
were advised by several market analysts, 
“you'll have better opportunities later.” 
Many trustmen did hold off for about 
two weeks but when the market failed 
to respond to the general pessimism they 
became active buyers. Since that time 
sums available for investment in pen- 
sion trusts have been snowballing far 
beyond “what the public realizes,” ac- 
cording to the trust investment manager 
of a big downtown bank. 


A month ago those who invest for 
pension trusts were extremely cautious, 
general Street sentiment was very bear- 
ish. Again the market has failed to re- 
spond to a note of melancholy. It has 
in fact become firmer under the leader- 
ship of the railroads. The money pours 
in each week from the pension funds. 
It is not uncommon now for a sizable 
fund to send a single check for several 
million. Trustmen naturally like to put 
these funds to work as soon as possible. 
As a result they are less cautious than 
in early May. Foreseeing a good level 
of business for at least a year, they are 
broadening their selection of high qual- 
ity, seasoned stocks. In addition to the 
public utility stocks which meet their 
standards of liberal income and long- 
term growth, buyers for pension trusts 
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CINSTMU TIONAL INMESIMITENT 


are interested in food, retailing, a few 


railroads, oils, insurance and_ bank 


stocks. 


Pension trusts are a more immediate 
stock factor than are life insurance com- 
panies or savings banks. While pension 
fund purchases of stocks are small 
(probably not more than $40 million 
a month) relative to the money value 
of monthly share sales on the New York 
Stock Exchange (recently running be- 
tween $1.2 billion and $1.6 billion) pen- 
sion buying is significant because it is 
concentrated in high quality. seasoned 
stocks. These figures assume that about 
20‘< of the amounts available for in- 
vestment flow into common stocks. The 
reverse is true with Mutual Funds, 
which place approximately 80°. of their 
funds in stocks. 


The combined buying from these two 
sources, pension funds and _ mutual 
funds, is taking a steady $80,000,000 
per month out of a relatively small float- 
ing supply of high grade stocks. Most 
of the stock they take out is bought for 
long-term holding. The possibility of its 
coming back on the market rests largely 
in a change in over-all policy. For ex- 
ample, suppose that a fund manager, 
deciding that his unrealized profits were 
too attractive to resist, reduces his stock 
holdings from 25% to 10% and puts 
the realized profits into bonds. If 
enough managers do this there might 
be a sharp break in the stock market 
similar to that which occurred in 1946. 
But it seems a rather remote possibility 
at the moment with the supply of sav- 
ings available for investment by both 
institutions and individuals gaining so 
rapidly. What is really happening now 
is that the cushion under high grade 
stocks is taking on a little more pad- 
ding each month. 








FirE AND CASUALTY INSURANCE 
COMPANIES: 


Pension funds and life insurance com- 
panies have been dollar averaging in 
their purchase of equities over the past 
several months, but for the first time 
certain property 
are following this practice. Their invest- 
ment managers divide the expected in- 
flow of funds into twelve equal parts 
and certain 
date each month regardless of the price 
level. This is a far cry from the policies 
which prevailed in the late twenties 
when the heads of a few well known fire 
insurance companies were mentioned in 
the same breath as the market specula- 
tors of that hectic period. Most of the 
stock-minded fire and casualty compan- 
ies are fairly conservative now, keep- 
ing their overall investment in common 
stocks well within 45°7. The bond- 
minded companies, judging from their 
last annual reports. hold only 157 of 


insurance companies 


invest one-twelfth on a 


their assets in common stocks. 


The important point to remember, 
however, in judging the activities of the 
investment buyer for a fire and casualty 
company is that the policies that gov- 
ern him are not primarily patterned to 
conform to those of an investment in- 
stitution. Investment. while it is at times 
more profitable to them than writing 
insurance, is always a secondary fune- 
tion. Their investment policies are pat- 
terned after the requirements of the 
insurance company’s chief purpose in 
life. If risks mount in underwriting. 
good judgment calls for reducing them 
in investment. This is why it is always 
not possible for a trust portfolio man- 
ager to substitute the stock of a well 
managed fire insurance company for 
that of a well managed general invest- 
ment fund. 


A factor working in favor of common 
stock purchase for the present period 
of high taxation is that the insurance 
companies, in common with other cor- 


porations, have an 85% tax exemption | 


on dividends, This high exemption just 
about removes all the attraction to them 
of taxable bonds. With this in mind 
many of their portfolio managers be- 
lieve that the risk of holding cold cash 
and money-rate securities for the visible 
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future is certainly no less than that of 
holding well-selected common stocks, 


LirE INSURANCE COMPANIES: 


Public utility stocks were well liked 
by the big life insurance companies dur- 
ing the year ended May 24, 1952. Break- 
down of the holdings of the forty major 
companies shows that they had $32.5 
million in such issues on that date com- 
pared with $25.7 million at the same 
time last year. These same companies 
have 28.7°% of their total investments in 
mortgages now compared with 37% a 
year ago: 0.9%. in real estate, against 
0.2(; in °51; 68.8 in bonds, versus 
last year’s 61.27; and 1.6%: 
against 1.6‘. a year ago. 


in stocks. 


The figures on stock investment, in- 
dicating that life companies have made 
no progress as stock buyers. are dis- 
appointing to those who had high hopes 
of life insurance activity in the equity 
market. It would be a mistake, however. 
to assume that the change in state laws 
allowing life insurance companies to 
buy commons will not become of prac- 
tical importance with the passage of 
Stock departments 
have been set up by the big New York 
life insurance companies and they are 


time. investment 


keeping an appraising eye on the mar- 
ket. When they do buy, it is fairly cer- 
tain that their buying will be concen- 
trated in high quality stocks of com- 
panies with a large number of shares 
outstanding. Such buying will prob- 
ably await a decline in stock prices and 
a corresponding rise in yields. 


COMMERCIAL BANKS: 


The prospect of a high rate of “busi- 
ness” loans for the remainder of 1952 
is keeping many New York banks from 
active participation in the tax-exempt 
market. Commercial loans, to quote one 
bank portfolio manager, are still “good 
and high” in relation to total assets and 
the fact that municipals are classified 
by the bank examiners as risk assets is 
cramping buying interest. Partially as 
a result, a near-record tax exempt bond 
inventory has accumulated in the hands 
of dealers. The situation improved some- 
what during the first week of June. but 
most of the purchases of State and 
Municipal issues were made at conces- 
sions from listed prices. 


Direct PLACEMENTS: 


Since the early thirties the private 
placement of securities has assumed a 
position of outstanding importance in 
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SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 
May 1952 


Where a survey of the auction market’s ability to absorb 
a sizable block of stock reveals a limited demand, a special 
offering, after the market close, under rules devised to cover 
such procedures, is permitted. The seller pays both the reg- 
ular and a special commission to brokers who can find buyers 


The buyer pays no commission. 


Spec. 
Shares Stock Price Comm. Offered by 
May 22 28,747 R. J. Reynolds Class B 34% $ .60 Reynolds & Co. 
May 22 6,400 MacAndrews & Forbes Co. 42% .75 Hornblower & Weeks 





DOW-JONES AVERAGES 


JUNE2 Mayl JUNE1 

1952 1952 1951 

30 Industrials 262.31 256.35 249.33 
20 Railroads 96.99 91.47 79.36 
15 Utilities 49.83 48.16 42.31 
65 Stocks 102.02 98.42 90.89 


the financial community. As noted here 
previously, the life insurance companies 
are no longer alone in this field. Pension 
funds have been active in it during the 
past year and. unless the heads of cor- 
porations are persuaded by the Stock 
Exchanges that private placement is not 
in the long term interest of the com- 
pany, the field of underwriting may 
undergo profound changes in the next 
decade. The latest prospect for private 
placement would seem to be savings 
banks which are finding newly offered 
preferreds exceptionally attractive. If 
their interest in these shares continues 
to grow. arrangement for direct place- 
ment of new preferred might be con- 
sidered advantageous by both banks 
and corporations. 





















































to dividends, stock 


In_ relation 
prices are very close to the 17.1 average of the 
past 25 years. This chart, from the May issue 
of The Cleveland Trust Co.’s Business Bul- 
letin, shows the April average price of all 


common 


dividend-paying common stocks regularly 
traded on the New York Stock Exchange at 
16.8 times the average of their cash divi- 
dends. The ratio has varied from 12 during 
the 1931-32 depression and again in 1942 
to the peak of 29.8 times, in May 1946. 

The stocks used in the study had an 
average return of 5.97% in April 1952, 
about in line with the 25 year average of 
5.86%. The trend has been downward since 
June, 1949, when the average was 8.20%. 








UNITED STATES SAVINGS BONDS 


May 1952 

SALES REDEMPTIONS 

(millions of dollars) 

SERIES E 253 272 
69* 

SERIES F — 15 
SERIES G “= 63 
SERIES J 8 — 
SERIES K 29 — 
A TO D INCL. oo 4* 
$290 $423 


*Matured (Series E and A to D incl.) 





INVESTMENTS IN THE LAW 


In this new monthly feature. TRUSTS 
AND EstaTEs will bring together major 
legislative and judicial developments 
affecting professional investment policy. 
Fuller abstracts of laws and decisions 
cited may be found in the regular de- 
partments customarily found in the last 
form of each issue. 


New prudent man rule applied: New 
Jersey’s 40% “prudent man” statute has 
been interpreted in a recent decision, 
Fidelity Union Trust Co. v. Price, 87 A. 
(2d) 565, to apply to wills and trust in- 
struments operative before the effective 
date of the law. The court applied the 
new act to typical investment clauses 
found in accounts administered by the 
petitioning corporate trustee. 

Savings Banks Get Equities: New law 
permits Rhode Island savings banks 
within certain limits to invest in com- 
mon and preferred stocks and shares of 
open- or closed-end management type 
investment companies which have been 
in existence for at least five years and 
paid dividends from investment income 
in each of preceding five years. and with 
assets of not less than $10,000,000. 

Revenue Bonds Legal: Revenue bonds 
have been added to the legal list of in- 
vestments for fiduciaries in Virginia. 

Common trust fund for guardians: 
Mississippi guardians are now permit- 
ted to invest in a common trust fund 
maintained by a bank. 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





YIELDS OF PRICES DIVIDENDS, 
CORPORATE BONDS AND YIELDS 
BY RATINGS 125 INDUSTRIAL STOCKS 
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YIELDS OF 
TAXABLE TREASURIES 
BY MATURITY GROUPS 
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May April May ' 
1952 1952 1951 1952 1951 1946-50 1941-45 1931-40 1919-1930 
— End of Month — ——Range for Period————_—____________— | 
1. U. S. Government Bond Yields 
3 Year Taxable Treas. ............ ee ¢ 1.96 1.94 2.05 2.14-1.90 2.20-1.68 1.68-0.90 1.32-1.07 (a) {a) (a) 
5-Year “ sa an “4 2.13 2.04 2.14 2.24-2.03 2.26-1.76 1.87-1.06 1.70-1.24(a) (a) (a) 
10-Year a rrr ae 2.35 2.20 2.26 2.39-2.20 2.40-1.95 2.19-1.38 2.10-1.49(a) (a) (a) 
Longest Term Eligible ................... . GF 2.58 2.54 2.53 2.71-2.53 2.70-2.21 2.43-1.96 2.48-2.03(a) (a) (a) ; 
Longest Term Ineligible ... 2.61 2.59 2.68 2.76-2.56 2.74-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
2. Corporate Bond Yields 
Aaa Rated Long Term .................... % 2.93 2.92 2.90 3.03-2.91 3.04-2.65  2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa 7 si - - sascea oOn 3.02 3.00 2.94 3.08-2.99 3.09-2.70 2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A ” ” © |) ioe Oe 3.20 3.19 3.16 3.34-3.19  3.33-2.87  3.23-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa ” “ah no % 3.49 3.50 3.42 3.63-3.48 3.64-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term ................... % 1.72 1.65 1.65 1.77-1.65 1.85-1.28 1.98-0.90 1.84-0.93 2.81-1.56(b) (b) 
Aa 2 = was aninnanan Oe 1.87 1.82 1.87 1.96-1.81 2.11-1.37 2.21-1.04 2.11-1.21 3.02-1.78(b) (b) 
A sed ” i ee % 2.24 2.14 2.27 2.36-2.13 2.50-1.72 2.64-1.28 2.49-1.49 3.29-2.11(b) (b) 
Baa as 6 ™ é 2.59 2.49 2.45 2.66-2.48 2.74-1.98  3.05-1.57 2.94-1.80 3.71-2.60(b) (b) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
BNE: IIS ssciinicantntiinessssisecieniiaiisaie % 3.9? 8.93 3.99 4.08-3.93  4.10-3.80  4.09-3.38 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade .................--0..-.00 4.3_ 4.89 4.82 4.89-4.83 4.96-4.72 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
Eee % 3.69 3.70 3.72 3.90-3.69  3.88-3.45  3.92-3.27(c) (c) (c) (c) 
OS are % 3.98 3.97 3.99 4.24-3.98 4.25-3.77 4.20-3.52(c) (c) (ce) (c) 
Utilities—Low Dividend Series 
SEN SII. cccsiansusiesennnsnatencenies y/ 3.96 3.99 4.02 4.15-3.94  4.20-3.80  4.24-3.40(c) (c) (c) (c) 
Medium Grade % 4.33 4.40 4.39 4.71-4.389  4.71-4.19  4.65-3.69(c) (ec) (c) (c) 
5. Common Stocks 
125 Industrials—Prices (e) _ ........... 73.59 71.73 68.88 75.09-71.73 74.24-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81 (d) 
125 Industrials—Dividends (e) 4.22 4,21 4.51 4.22-4.18 4.52-4.13 4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(d) 
125 Industrials—Yields %  ............ 5.73 5.87 6.55 5.81-5.54 6.79-5.56 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19(d) 
(a)—U. S. Govt. Bond Yield Averages in this series date from Jan. 5, 1943. (d)—1°5 'ndustrials Averages date from Jan. 1, 1929. 
(b)}—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (e)—Dollars per share. 


(c)—Low Dividend Preferred Yield Averages in this series date from 
Jan. 2, 1946. 
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| If Columbia Gas System, as a public 
service company, is to continue 
expanding its facilities to meet 
i | the public’s demand for natural gas— 


.| We Must See To It That Our 

















% ; 
| « 
74 | 
6 
Customer rates must be raised The full story of rate increases 
to offset today’s swollen costs of doing busi- is contained in a talk given by Stuart M. 
| ness. The increased price of equipment, gas Crocker, Board Chairman, to Columbia Gas 
5+ and labor has reduced our earnings. Conse- System employees. A copy of his talk in booklet 
quently, gas rates must be brought to a point form will be mailed to you upon request to The 
where a fair return for investors can be main- Columbia Gas System, Inc., 120 East 41st Street, 
tained. New York 17, N. Y. 
| a COST OF LIVING vs COST OF RESIDENTIAL GAS 
“I pplications tor higher rates 4243 44 45 46 47 48 49 50 51 
| are now pending before the Federal Power 180 Bak KEe @ 
Commission and before several State Public se 
i Utilities Commissions. 170 2 
' 
4] 160 
| A Public information program 150 
30 i 
| is underway to tell Columbia's customers why — 
an increase is necessary. This program will 130 
acquaint consumers with these facts: 
| 120 
| Since 1916, the price of gas we purchase 110 
in the Appalachian area has increased 
19.5%. Southwest gas has increased 20%, 100 
42 wages and benefits have risen 44% and 
59 Federal income tax rates 38%. 90 
vr When the prices on everything we buy go 
82 : up. our earnings come down. That’s why COST OF LIVING * 
: we cannot continue to sell our gas at the RESIDENTIAL GAS 
same price. aeodimeb cen Aesiagtit 
*Bureau of Labor Statistics 
61 





COLUMBIA 
GAS 


| fj] THE conumeta cas sysTEM 


19 (d) 





CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas 
Utilities Company, Virginia Gas Distribution Corporation, Virginia Gas Transmission Corporation, 
Big Marsh Oil Company, Central Kentucky Natural Gas Company; COLUMBUS GROUP: The Ohio 
Fue] Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat Company, Binghamp- 
ton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Keystone Gas 
Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 


OP tee 10% 
rATES) June 1952 427 








Trade Winds — Transportation* 





THE MOTOR FREIGHT INDUSTRY 


A GROWING GIANT PROMISES FUTURE ATTRACTION 


HE INSTITUTIONAL INVESTOR will 

find in even a cursory survey of 
the swiftly-growing motor carrier in- 
dustry that although only a very few 
trucking companies have public stock 
issues, there are signs that the next few 
years may witness a wider choice of 
such shares. 


Truck registrations in the United 
States have passed nine millions, soaring 
from a figure of only a little more than 
half that in 1940. The for-hire portion 
of this industry, which as a whole em- 
ploys more than five million persons and 
provides more direct jobs than any 
other save agriculture, constitutes only 
fifteen per cent of these vehicles and 
yet is a husky young giant among newer 
types of enterprises. 

There are giants, corporation-wise, 
with operating revenues in the tens of 
millions, but most trucking firms are 
relatively small. Most are proprietor- 
ships or closely-held family businesses. 
Capital accumulated from earnings has 
been used for expansion, rather than 
either equity or debt-financing, in most 
instances. The fact of rapid growth, 
however, plus the advancing nature of 
operating costs such as labor. equipment 
maintenance, fuel, etc., in addition to 
competitive stimulus to replace opera- 
ting units with new and better “rigs,” 


*Railroads were analyzed last month. In this 
issue, other forms of transportation are considered. 








ite a 


LEON F. BANIGAN 





Erstwhile director 
of the national mo- 
tor freight asso- 
ciation, a consul- 
tant to the Office of 
Defense Transpor- 
tation during 
World War II, now 
editor of Fleet 
Owner and Bus 
Banigan possesses 





Mr. 


Transportation, 
manifold qualifications in his field. His 
views on important trucking problems 
are often sought by the industry and by 
Washington. 





makes visible a significant trend toward 
consolidation requiring fresh approaches 
to capital problems. 

Consolidations involve usually — the 
acquisition of operating rights, so that 
many companies become a composite 
of a lengthy succession of “grandfather” 
rights to various territorial operations. 
The Federal Motor Carrier Act of 1935 
brought order to what had been a 
chaotic situation in which neither ship- 
per nor operator could establish a sat- 
isfactory relationship to what was ob- 
viously destined to become a Big Busi- 
ness, founded upon a realization that 
railroads and waterways had not tapped 
completely, nor ever could, the economic 
potential of roadside agriculture, indus- 


try and commerce. 


Trucking Flexibility an Asset 


Trucks pre-World War I were incon. 
sequential. They weighed more than 
they could carry. They broke down 
easily. And they lacked any national 
highway network, often lacked even 
passable local thoroughfares, so could 
not invite any serious extension of their 
service beyond strictly local cartage. 
The coming of good roads in the twen- 
ties, and the development of the auto- 
motive vehicle into a reliable instrument, 
changed this early in the thirties. Under 
the impetus of an America reaching for 
a higher standard of living in terms of 
distribution—to every 
of the best and newest 


national Cross- 
roads hamlet 
in food, reading matter, clothing styles. 
and other things, motor carriage was 
already rising steadily when World War 
Il applied a pressure for transport such 
as had caused a railroad collapse in 
World War I. Trucking. however, could 
expand as fast as equipment could be 
put on the road, and it did. 

Surveys among shippers usually show 
that they use trucks to save time. In 
an era of emphasis of low inventory 
investment, quick shifts in buyer pre- 
ferences, chain store techniques in sup- 
plying multiple outlets from a_ single 
stock, a premium goes on_ flexibility 
such as some older forms of hauling do 
not pretend to have in their basic nature. 
There is an appealing economy and efh- 


Old and New in Trucking: at left, a White Truck of 1911 vintage; at right, a modern freight trailer. 


orem 


SN I —_ 
Sr 





TRUSTS AND ESTATES | 


h 


we 


of 


ne 
lar 


pa 

be 
roi 
hig 
Tri 
cer 
fra 
all 

pe! 
ing 
wel 


\ 
car 
194 
the 
doy 
bac 
sha 
had 

T 
mol 
Case 
hith 
it ¢ 
wh« 


Jun 





*t 


ncon- 
than 
down 
‘ional 
even 
could 
their 
rlage. 
twen- 
auto- 
ment, 
Inder 
g for 
ns of 
cross- 
ewest 
styles. 
> was 
| War 
such 
se in 
could 


ld be 


show 
ie. In 
‘ntory 
r pre- 
1 sup: 
single 
ibility 
ng do 
ature. 


d efh- 


' 
Sr RS cea eee ea 













The development of passenger bus transpor- 
tation in the United States is perhaps best 
evidenced by the history of The Greyhound 
Corporation which has pioneered in all phases 
of motor bus operation, including modern 


bus design as shown in this new Sceni- 
cruiser. Two-thirds of its fleet are already 
equipped with Diesel power. During its 
25-year existence, Greyhound has built an 
efficient transcontinental travel system with 
self-operated rest facilities. 1951 passenger 
volume amounted to nearly one quarter 


billion dollars. 





ciency in shipping directly door-to-door 
on specific command. in contrast to ac- 
commodating shipments to fixed time 
schedules and an undeterminable num- 
ber of switchings or transfers. 

Rates have been less a bait than ex- 
peditious handling for truck haulers 
seeking traflic. Their rates have gener- 
ally advanced along lines of rail freight 
figures. Other exempt 
groups, for-hire truck operators gener- 


than certain 
ally are subject to full economic control 
by federal and state commissions. These 
regulate their finances, their safety and 
working hour provisions, their handling 
of collections in multi-company hauls. 
Unless in small sums, their flotations of 
new securities are likewise under surveil- 
lance. 


Tonnage Growth Marked 


While the figures 
paradoxical, truck haul tonnages have 


seem somewhat 
been growing sharply even while rail- 
freight aggregates continue at 
higher than pre-World War II figures. 
Trucks have been making a greater per- 
centage gain and are taking a larger 
fraction of the total freight available for 
all forms of transport. In the ten-year 
period of 1939-49, the rails were gain- 
ing 94‘. in their freight haul but trucks 


road 


were gaining 113‘,. using inter-city 
ton-miles as an index. 

Whereas in 1939 the trucks were 
carrying only 8.11‘, of all traffic. in 
1949 they were hauling 10.24°-, while 


the rails were slipping from 63.26% 
down to a trifle under 60‘. 
back to 1929 the discrepancy becomes 
sharper. for at that time the railroads 
had 78‘; of the available freight. 


I f one goes 


The truck operators will explain that 


motor carriers have in a great many 
cases generated freight business not 


hitherto existent because by its nature 
it could not come to the rail tracks 
Whose notable trend for many years has 
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been shrinkage rather than extension. 
The railroads continue to carry the 
lion’s share of a number of categories 
of bulk freight, although even here there 
are signs of inroads by highway oper- 
ators, but in the carriage of less than 
carlot items the competition is most evi- 
dent. 


Traffic May Hinder Expansion 


The trucking industry has flourished 
in all parts of the country under a widely 
varied sets of rules as to the permissible 
sizes and weights of vehicles and under 
a wide range of taxation policies. Its 
vigor and the apparent demand for its 
services on a well-nigh limitless scale, 
are attested by its tenacious prosperity 
even as it meets the growing obstacles 
of a largely obsolete and traffic-choked 
national highway network. The officially 
summarized shortcomings of many parts 
of main roads, designed and built for 
millions fewer vehicles than now throng 
them, disclose the basic source for irri- 
tations of motorists, and many public 
officials, against a proper commercial 
use of highways. Heavy use tax contrib- 
utions by trucks, amounting to some 
$1,235,000,000 in 1950 alone, do not 
fully offset this natural attitude. It seems 
likely. however, that recognition of the 


essentiality of truck service, plus the 
widening public grasp of the discrep- 
ancy between roadways in existence and 
roadways needed will palliate such hos- 
tility short of the point where the in- 
dustry might be crippled by action of 
the very population it serves. 


Key considerations for the motor 
carrier investor are an understanding of 
the franchise or permit position of the 
carrier, the nature and extent of its 
particular competition, and its record 
of past traffic volume as well as its 
prospects, in addition to the usual finan- 
cial criteria. As a business built around 
vehicular operation on public thorough- 
fares, capital investments normally are 
low in comparison to gross revenues 
although investments in terminals and 
equipment may be a sizeable absolute 
figure. Operations characteristically 
show a low proportion of net to gross 
but earnings may evidence a fairly high 
ratio to investment. 

In view of the rapid growth and in- 
creasingly dominant position of truck- 
ing in vast areas of land transport of 
freight, the industry when it has a sufhi- 
ciently broad choice of seasoned issues 
will doubtless prove attractive to many 
more investors who wish to deposit 
their stakes in essential industries. 
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— COASTWISE SHIPPING AND INLAND WATERWAYS 





















A PARADOX OF TRANSPORTATION 


Ye a Cy a 


JACQUES NEVARD 


Assistant Shipping Editor, The Journal of Commerce, New York City 





lint 


Scotia Shipping Pier showing the pocket and two shipping piers capable of loading 10,000 


tons of ore in 1% hours. 


From annual report of Dominion Steel & Coal Corp. 








HEN SOME PREHISTORIC MAN first 

draped his kill in the branches 
of an uprooted tree that happened to 
be floating downstream, and _ then 
jumped astride the trunk to ride it 
back to his villiage. he had invented 
a method of transportation that has 
never been surpassed in the thousands 
of years since for efficient, economical 
movement of bulk freight. 

No land vehicle now built could pos- 
sibly handle loads comparable to those 
routinely placed aboard barges or 
steamers plying this country’s inland 
or coastal waterways on any ordinary 
day. If such a machine were to be con- 
structed, and the problems of giving 
it sufficient power to move from place 
to place were solved, building a road- 
way to support its weight would be vir- 
tually impossible from a physical stand- 
point, and less possible still at a price 
to permit competitive transportation. 

Yet despite its operation on literally 
self-maintaining “roads.” in units whose 
investment cost per ton of freight car- 
ried is lower than those of any others 
now in use, segments of the American 
water transport system are—in effect— 
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battling to keep their financial heads 
“above water.” 

Some of the industry's troubles stem 
from historical causes. When Europeans 
first came to the New World they found 
before them an almost impenetrable 
forest—unbroken save for Indian trails 
and numerous streams and rivers that 
offered access to the interior. As civil- 
ization pushed inland, a water trans- 
port system grew up to keep pace with 
the settlers, and for over two hundred 
years the waterways provided the best 
means for the easy movement of man, 
beast, and goods. 

Most of these lines depended on pas- 
sengers, high-value cargo, package or 
express freight which were lost to the 
railroads, trucks and finally airplanes 
as they came into general use. In many 
areas of the country the battle for this 
high-revenue business is still going on, 
with the water carriers gradually, but 
almost inexorably, losing to their faster 
competitors. 


The Case for Subsidiary Fleets 


A far more important trend, how- 
ever, is the growth of the contract water 





carrier and the wholly-owned waterway 
subsidiary. Since the inland water car- 
riers are ideal for bulk commodities, 
and the biggest users of bulk commodi- 
ties are the giant industrial corpora- 
tions whose production requires a steady 
flow of raw materials in the millions 
of tons annually, it was inevitable that 
these firms should embark on the in- 
land waters with their fleets, to 
the further loss of the common carriers. 


own 


This situation is particularly appar- 
ent on the Great Lakes. The Interstate 
Commerce Commission reported _re- 
cently that during the year 1951 Great 
Lakes carriers under its jurisdiction, 
that is common carriers. hauled a total 
of 19,151,000 revenue tons of freight. 
The Lake Carriers’ Association, whose 
members include industrial carriers, re- 
ported a 1951 total from iron ore. coal, 
grain and limestone alone of 189,750,- 
000 tons, or ten times as much as the 
volume reported by the common car- 
riers! The lines reporting to the ICC 
showed a decline in traffic of 1.7% 
from their 1950 levels, while the LCA 
figures were up 6.6% in the same pe- 
riod. This increase during the year for 
the four commodities—some 11,.797,- 
000 tons—was more than half the total 
reported to the ICC by the common 
carriers operating in the same area. It 
might be added that approximately 70% 
of the traffic of the carriers reporting 
to the ICC is made up of the four com- 
modities listed by the LCA members. 


Important Tonnages Move by Water 


Based upon ICC figures for common 
carriers in the domestic waterways in- 
dustry, shippers last year paid roughly 
one-quarter billion dollars to 
goods along the Atlantic, Gulf and Pa- 
cific coasts, in the Great Lakes, on the 
Mississippi and its tributaries, and from 
coast to coast by way of the Panama 
Canal. Freight revenue during 1951 was 
$247,556,.295, a gain of 4/10 of one 
per cent over 1950. From this stand- 
point, the intercoastal trade is the big- 
gest of the five major areas of the in- 
dustry. Last year intercoastal carriers 


move 
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U. S. Steel’s 666 ft. limestone carrier John 
G. Munson, launched at Manitowoc, Wis. 


took in $90,427,274 freight income, 
moving some 4,257.356 tons of cargo 
via the Panama Canal. 

Excluding the operation of industrial 
carriers, the commodities moving in the 
biggest volume on domestic waterways 
are bituminous coal, petroleum and its 
products, logs, iron ore, and grain. 
These five groups make up about 70% 
of the total traffic reported to the ICC 
by common carriers. Less important are 
pig iron, scrap iron, steel, sand and 
gravel, sulphur, iron and 
steel manufactures and automobiles. 


limestone, 


Mississippi River and tributary car- 
riers, moved 33,503.000 tons and earned 
$63.854,000. lines serving the 
Atlantic and Gulf coasts grossed $42,- 
230.065 for handling 11,917,720 tons of 
freight. Great Lakes carriers, with 19.- 
151.000 tons. collected $28,703,000 in 
freight revenues. and those on the Pa- 
cific coast listed $22.341.761 in revenue 
from 15,590,537 tons of freight. 


while 


High Costs Plague Intercoastals 


The intercoastals are among the most 
depressed sections of the “domestic” 
water carrier industry. In most respects 
no different in types of vessels used and 
crew wages from American steamship 
lines in foreign trade, they have special 
Instead of pay 


American longshoremen’s wages at one 


having to 


problems. gz 


end of the voyage only, they meet this 
high cost at both ends. When the world- 
wide demand for ocean-going freighters 
sky-rocketed with the outbreak of the 
Korean war, the intercoastal lines had 
to maintain their routes, and at rates 
approved by the ICC, or lose their ICC 
certification. This made it virtually im- 
possible for the lines in the trade to 
charter additional vessels to meet peak 
demand in their own service, as rates 
for charter tonnage could not be cov- 
ered by permissible rates to shippers. 
As foreign vessels are barred by law 
from carrying freight or passengers be- 
American the coast-to- 
coast lines are at least spared this low- 
cost competition. However, they are in 
direct competition with the transconti- 
nental railroad systems. How real this 


tween ports, 
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competition is can perhaps best be 
shown by the most recent rate boost 


granted to the railroads and to the 


intercoastal lines. The rails sought a 
15“ increase on most of the items they 
carry and their petition was supported 
by the intercoastals, who urged a flat, 
across-the-board, 15% rise. ICC granted 
the boost, but on the railroads’ terms— 
that is with certain 
items. Prominent among those contin- 
ued at the old rates by the ICC, at the 
request of the railroads, were the major 
commodities in intercoastal steamship 
trade—lumber and canned goods. 


“hold-downs” on 


Despite this very real setback, the 
lines now in the trade plan to remain 
it it, for while the intercoastals are 
barred from reaping the rich harvests 
of boom world-shipping times they usu- 
ally manage to keep from hitting the 
low points of the foreign trades during 
periods of slack cargoes. 


New Facilities May Swing Balance 


In other phases of the domestic water 
shipping industry. operators are head- 
ing toward higher revenues without ne- 
cessarily higher expenses by means of 
new ideas, new techniques and a grow- 
ing awareness that the passenger and 
high-rate cargo businesses are not for 


them. One of the most recent ideas to 
make its bow is that of a firm which 
last month began operating on the Hud- 
son River between Albany and New 
York with two converted Landing Ships, 
Tank (LSTs), each capable of carrying 
thirty fully loaded truck trailers be- 
tween the two cities at a flat rate of $50 
apiece, with overnight New York de- 
livery guaranteed, thereby saving on 
driver salary and other operating costs. 


Other new developments feature tows 
that can deliver more than six million 
gallons of petroleum or 20,000 tons of 
coal and miscellaneous products in a 
single shipment. while on the Great 
Lakes, construction of bigger and faster 
ore and grain ships points the way to- 
ward ever greater volumes of basic in- 
dustrial cargoes. 


The waterways operators whose pre- 
decessors opened the interior of the 
continent to the benefit of an agrarian 
society are confident that nobody will 
beat them in their newer role of carry- 
ing the bulk commodities of today’s in- 
dustrial civilization. Although _ their 
faster competitors may have skimmed 
some of the cream from their cup of 
coffee, they are convinced that there 
still remains for their own enjoyment 
quite a full cup. 





Ir you have customers moving to 
Central or Southern California, we 
would be pleased to provide them with 


complete Trust service. 


TRUST DEPARTMENT 
Largest Trust Business in the West 


e@ Avalon Bay—Santa Catalina Island 





ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Head Office: Sixth and Spring Streets 
Los Angeles, California 
Telephone: MUtual 0211 
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CARGO RIDES THE AIRDANES 


F. LEE MOORE, Jr. 


Transportation Editor, Aviation Week, Washington, D. C. 


FAST GLANCE AT THE AIR CARGO IN- 
—— shows only three airlines 
certificated by the Civil Aeronautics 
Board for cargo service exclusively. Two 
of these, Flying Tiger Line and Slick 
Airways, are sizeable companies. The 
third, U. S. Airlines, may be considered 
a “small business” (its certificated reute 
runs between the deep south, the north- 
east and mid-west, making its business 
highly seasonal and directional). The 
big two are transcontinental and have 
developed a growing and fairly profit- 
able business. 


The fifteen certificated domestic 
“trunk” airlines also handle cargo, but 
their next big development will be con- 
version from the previous luxury stan- 
dard to passenger air coach. They are 
also developing cargo business, but air 
freight and express have averaged only 
5-6 of their total revenue since 1942. 
The reason is that most freight can wait, 
but people are in a hurry. This does not 
mean air cargo business isn’t growing 
for these “combination” airlines, but 
only that passenger business is booming 
as much or more. The transcontinental 
trunk lines have taken a tip from the 
cargo-only lines and have started some 
special all-cargo schedules. with special- 
ized handling. As cargo volume grows 
enough to justify devoting entire sched- 
ules exclusively to it, this trend will 
expand rapidly. 


A 12 per cent gain over 1951 was 
forecast earlier for freight volume in 
1952, but the outlook has been clouded 
since then. The comparatively new bus- 
iness of cargo-only flights accounted for 
most of the nominal 7 per cent gain in 
air freight business in 1951. The pic- 
ture of the past two years is distorted, 
however, by the fact that the airlines 
had 60 four-engine passenger and cargo 
planes operating the Pacific Airlift un- 
der military charter. Air express bus- 
iness, which had lagged by comparison 
with the cheaper air freight service, 
gained 9 per cent last year: most anal- 
ysts ascribe this gain in express volume 
to war urgency and the dislocation of 
production during mobilization, caus- 
ing demand for premium air express 
service. 


International Picture 
Internationally, there are no U. S. 


airlines certificated by the CAB for 
cargo-only operation. Two “non-sched- 


Air Carco VOLUME 
In Millions of Ton Miles 


(Charter & Common Carrier) 





1951 1950 
Freight Express Freight Express 
Trunk Lines 100.7 40.3 113.8 36.6 
Cargo Lines 97. None 70.9 None 
197.8 40.3 184.8 36.6 
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Specially insulated interior of cargo cabin 
of Slick Airways’ C-46E airfreighters as con- 
verted to commercial use. Cabin contains 
2,000 cubic feet of usable cargo space. These 
airfreighters can protect temperatures of pre- 
cooled and refrigerated cargoes. 


uled” non-certificated companies -— Sea- 
board & Western and 


were recently denied applications to start 


Transocean 


scheduled. large-scale operation. One ad- 
ditional European-American 
Airlines, has an application for Trans- 
Atlantic air cargo shuttle service pend- 
ing CAB decision; its decision of this 
and any international airline case is sub- 
ject to approval of the President. 


company. 


Neither of the two big certificated 
international U. S. airlines (TWA and 
Pan American) operated so much as a 
singe all-cargo aircraft schedule. except 
on a charter basis. Spurred by foreign 
inroads. however. and by the pending 
applications of these new would-be com- 
petitors, as well as by the growing bus- 
iness potential, Pan American has order- 
ed three Douglas DC-6A cargo planes 
for delivery in the summer of 1954. 


It is noteworthy that the market for 
international air cargo is larger relative 
to passenger business than domestically. 
The table herewith shows cargo (air 
freight and express) producing about 8 
to 10 per cent of total revenues. Reasons 
for this are the slower and poorer sur- 
face transporation abroad, the high 
pilferage loss on goods shipped by sur- 
face transport internationally, and_ the 
lower per capita income of potential 


passengers abroad. As with domestic | 
airlines, the next big development in in- | 
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Air Freicut AND EXpREss 
% oF ToTaL REVENUE 
Domestic 
trunk lines 


U. S. inter- 
national lines 


Revenue” Percent of Revenue’ Percent of 
(000,000) total rev. (000,000) total rev. 
1951’ $36.2 5.49 $24.7 8.68 
1950’ 34.3 6.54 21.7 8.07 
1949 23.8 5.76 20.8 8.35 
1947 18.9 5.36 17.5 8.39 
1946 13.3 4.25 11.4 7.78 
Decline due to transfer of cargo planes to 


Pacific airlift charter for military. 





ternational airline businéss appears to 
be passenger air coach service, just 
started across the Atlantic in May. 


More 


Since aircraft investment outlay is 
high. airlines seek the easier 
passenger market first as the 
simplest way of obtaining the necessary 
60 per cent load fatcor to break even 
financially. Many airlines still believe 
they make no profit on their freight. 
However, as air cargo costs decline, air 


Lower Cost, Service 
most 


sales 


cargo business is bound to grow event- 
ually into a big business. 

Declining rates on air shipments are 
the key to larger volume. as in all in- 
dustry. But better service. greater bulk 
capacity, and more frequent schedules 
are also vital in sales development. 

The DC-6A_aireraft take 
machinery and other large freight up to 
103 inches wide by 115 long and 60 


new can 


high. to 72 inches wide by 130 long 
and 78 high. These larger planes have 
only recently gone into service for Slick 
Airways. 


Cost Comparisons 


Cost comparison with railroad LCL 
rates varies with size, weight and type 
of load. The air carriers are currently 
advertising this comparison: Los An- 
geles-New York, film developing machine 
via LCL. including weight of crating, 
2.040 Ib. at $9.35 ewt. equals $190.74 
plus cost of crating $74.50, making total 
cost $265.24 LCL; via air cargo the 
same machinery goes skidded on a pallet 


instead of crated at a total cost of 
$219.57 freight on 1.350 Ib. of 


machinery and pallet at $14.30 ewt — 
totaling $208.57 plus the cost of skid- 
ding S11. 

\ir cargo rates have declined from an 
average of 261% cents a ton mile in 
1946 to about 20 cents today for the 
trunk airlines. But the lines have had to 
ask increased rates recently and have 
already lost some of their New York 
garment trade. Although their rate struc- 
ture is the same as that of the “cargo- 
only” carriers, the average rate of Slick, 
for instance, was recently about 16 cents 
mile: the due to 


a ton difference is 
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longer average length of haul as well as 
classification. 

Leading air freight commodity rev- 
enue-wise is now machinery and machine 
parts, followed by drugs and wearing 
apparel. This can change with air-sur- 
face competitive rates and service, how- 
ever. 


Getting to Specifics 


The only way to view the financial 
picture of the air cargo business is to 
get specific about the two sizeable all- 
cargo carriers, otherwise one is spec- 
ulating on his person judgment of the 
cost allocation bases of the trunk air- 
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CREATIVE RESEARCH.. 


is research which takes into account 

the essential difference between the simple 
accumulation of facts and the skill in 
analysis, interpretation and application 
required to put those facts to productive 
use. With specialists in many fields 

of industry, this firm offers such creative 
research as an integral part of its service. 


PLANNED INVESTING 


Our Investment Advisory Department 
provides the over-all judgment factor 
essential to the interpretation and 
application of the product of the Research 
Department. Their long experience and 
understanding of the problems 

particular to the institutional investor can 
help you to achieve a planned investment 
program. Your inquiry as to our services, by 
mail or personal call, will be welcome. 


Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 


HOTEL ST. REGIS, NEW 
LIMA, PERU 


SYRACUSE 


Private Wire System to Branch Offices, Correspondents and 
their connections in 80 Cities throughout the United States 
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lines, only 5-6% of whose business is 
express and freight. 

The Pacific airlift has so overshadow- 
ed the normal business of the Flying 
Tiger Line that it is hard to see much 
of a trend even here. 


Year Ended 
Revenues: June 1951 June 1950 
Common carr‘age _ $ 3,578,863 $2,169,257 
Rent, charter, service 4,510,727 2,794,911 
Pacific Airlift - 7,492,469 None 
Operating expenses - 13,175,393 4,573,421 
Net operating income 2,406,666 390,747 


Net after adjustments, 
taxes, 


$ 1,399,872 $ 500,347 


etc. 
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The company’s flight equipment on 
June 30, 1951 was: 


Owned Leased 
C-54 (DC-4) _ Aer § 
C-46 . ae 7 


Seven new DC-6As are on order, to 
cost nearly $10 million. Aircraft and 
other flight equipment was carried on 
the books at a cost of $1,909,183; total 
property equipment was $2,287,010; af- 
ter reserves for depreciation, etc. the 
property account totaled only $1,727.- 
991. Actually, however, flight equipment 
is worth several times its original cost, 
especially if bought as war surplus. 





Slick Airways’ 1950-51 operations 
show great promise, especially as they 
are less distorted by charter service 
since Slick has not participated in the 


Pacific Airlift. 


Revenues: 1951 1950 

Transportation $9,326,841 $6,586,515 
Service and supply 3,578,385 1,461,838 
Net profit 352,979 506,608 


Slick has a fleet of World War II 
C-46s and three modern DC-6As, plus 
three more DC-6As on order at about 
$114 million each. Beside the superior 
speed and operating economy of the 
modern planes, they also substantially 





e TRUST INVESTMENT OFFICER (35 years old) 


SECURITIES 


e EXPERIENCED IN ALL FIELDS OF CORPORATE | 


e PLEASING PERSONALITY 


EXCELLENT REFERENCES 


Looking for such a man? If he is good he commands 
a high salary. If he is really expert in all fields he is a 
RARA AVIS. To be fully informed about public utilities, 
railroads, industrials, bank and insurance securities, 
and to keep abreast of constantly changing develop- 
ments in the many companies in these diverse fields is 
a virtual impossibility for any one individual, in these 
days. Then what IS the answer for small and medium 
sized banks who need help in their Trust Department? 


Our Group Plan for such banks now has about 50 
members. They have collectively what none of them 


could afford individually. One central statistical and 
investment advisory department, operated by a staff 
of experienced personnel, serves them all. It provides 
each member with well-tested material specially pre- 
pared to guide Trust Officers in making corporate 
investments. And because of the cooperative feature 
the cost of this service is within the reach of any bank. 


Address inquiries to our Philadelphia office. 


STUDLEY, SHUPERT & Co. 


Investment Counsel 


712 Provident Trust Building 
Philadelphia 3, Penna. 


24 Federal Street 
Boston 10, Mass. 


reduce indirect costs; for instance. it 
takes about the same time to load the 
DC-6A, which holds double the cargo 
of the C-46. And the DC-6A operates 
at nearly double the speed, thereby 
cutting down indirect overhead. 


Nonscheduled Operations 


The biggest independent air freight 
operator last calendar year was Sea- 
board & Western, a non-certificated in- 
ternational operator, with revenue of 
$10.8 million, of which $8.6 million 
was air freight business, netting $700,- 
000. Most of this business was military 
charter. Seaboard, and 
other non-certificated carriers are more 


Transocean 


or less “personae non gratae” with the 
Civil Aeronautics Board. Seaboard has 
ordered five new cargo-version Super- 
Constellations from Lockheed Aircraft, 
to cost nearly $2 million each. 

These non-scheduled “tramp steamers 
of the air” have set enviable records in 
cargo 
nationally; the catch is that despite their 
low-cost, economical operation, they are 


pioneering air business inter- 


faced with inevitable competition from 
the subsidized American and foreign 
carriers, as those carriers acquire sur- 
plus capacity of modern efficiency equal 
to that of the non-certificated “tramps.” 

Since the Civil Aeronautics Board, 
and the President, denied that there was 
“public convenience and necessity” for 
certification of a U. S. all-cargo airline 
internationally, it’s a certainty that these 
operators must depend most heavily on 
military charter work unless or until 
there is a change of heart in the govern- 
ment. This is unlikely as the Board 
reasons that the certificated carriers are 
subsidized, and any new carriers will 
increase the subsidy need of the certi- 
ficated ones. 


Lower Costs 


Rapid progress in cost-cutting design 
of bigger and more efficient aircraft is 
the key to an expanding air cargo 
market. Following is a comparison of 
ton-mile unit costs on the three standard 
Douglas-made cargo planes: 


Model C-47, designed 1935—17.4 cents 
Model C-54, designed 1941—8.4 cents 
Model DC-6A, designed 1948—5.8 cents. 


These are direct operating costs with 
allowance for proportional depreciation 
charges and based upon a Chicago-Los 
Angeles flight. These figures disregard 
indirect ground costs but the relative 
comparison is valid. Average airline op- 
erating costs reported in 1951 on the 
same equipment was 14.1 cents for the 
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DC-3, 7.7 cents for the C-54, and 5.7 
cents per available ton mile capacity for 
the DC-6A. The lower actual cost is 
because of lower depreciation charges. 
Time will further cut the DC-6A cost 
below that of the World War II C-46, 


despite rising cost of manufacture. 


Newer planes like the coming DC-7 
of Douglas, the Super Constellation of 
Lockheed, and future designs not yet 
built will drop costs further, relative to 
national price trends. It is believed, for 
example, that turbine engines will in- 
crease speed and payloads with consid- 
erable cost reduction due to cheaper 
fuels utilization. Engineers are not yet 
sure how low aircraft turbines can go 
on the fuel cut, but they are certain that 
kerosene will serve and they may go 
below the Diesel cut. Likewise, a pend- 
ing proposal to permit 5‘. higher gross 
weights for cargo operation than per- 
mitted when carrying passengers would 
cut present operating expenses from 
about 5.8 cents to 5.25 cents a ton mile. 


Tricky Business 


In short, the air cargo transportation 
business, though a growth industry, is 
an extremely narrow and tricky field, 
suitable only for the speculative-minded. 
Careful investigation of the few leading 
companies engaged in it is necessary. 
This is especially true today, when a 
large proportion of the revenue of the 
last two years has come from military 
charter business—today an_ insatiable 
demand but perhaps tomorrow a drug 
on the market. Common carriage air 
freight will grow, probably, at about the 
rate of passenger business in the long 
run. It may grow faster, but it is dif_- 
cult to prove it at this time, and it 
would probably be unwise to be carried 
away by overoptimistic predictions of 
some of the industry’s evangelists who 
100% the end 


forecast a increase by 


of 1955. 


However, the other side of the coin 
should not be disregarded if there is 
validity in an airfreight study made by 
Douglas Aircraft which projects a 1960 
volume of air freight of 1.4 billion ton 
miles, or more than four times present 
volume, if a ten cent per ton-mile rate 
can be achieved. To quote—” as air- 
freight rates continue to decrease 
through the use of more efficient cargo 
aircraft and gradual lowering of indi- 
rect costs, it is not improbable that the 
market for cargo aircraft may one day 
exceed that of passenger aircraft.” 
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Pipelines Important In Oil Transportation 


The history of pipelines in America 
since the beginnings of the oil industry 
nearly one hundred years ago has been 
one of strife, contention and litigation. 
While they enjoy the status of common 
carriers under the jurisdiction of the 
Interstate Commerce Commission, for 
practical purposes they tend to be a 
vital part of the integrated operations 
of the major oil companies, even though 
they may at times perform the common 
carrier functions of moving oil not 
owned by the parent company. 


An appraisal of the basic elements of 
pipeline construction and operation will 
indicate the reason for this close rela- 
tionship, which has resulted in owner- 
ship or control of 57.4% of crude 
gathering systems, 89°% of the trunk 
mileage and 96.1% of the products 
mileage by twenty integrated major 
companies, as brought out in the Tem- 
porary National Economic Commission 
hearings in 1939-41. Refineries have 
found it logical, not to say necessary, to 
locate near important marketing areas, 
and to assure large scale efficient refine- 
ry operation they must be able to count 
upon unfailing supplies of crude. What 
then is more practical than to own or 
control a cheap and efficient means of 
raw material delivery direct to the door? 


Trunk pipeline construction requires 
large amounts of capital and the risk 
element is high. Once the line is built, 
the investor is committed; the field may 
be a flash in the pan and output fail 
or another producing area nearer the 
marketing zone may come into produc- 
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From Ewing Galloway 


Refined Products Eastbound by Rail. 


tion. Under these conditions, it was 
inevitable that the construction and op- 
eration of pipelines should gravitate to 
the control of integrated operating com- 
panies which could take the risk in- 
herent in this speculative but, for them, 
essential function. 


Because of the cost differential, the 
railroads have steadily lost out to the 
pipelines in the transportation of crude 
and, in lesser degree, in bulk refined 
products which move in tank cars. Pack- 
aged refined products and specialties go 
by railroad freight. Tanker rates are 
even cheaper than pipeline costs but 
shipments are limited to coastwise des- 
tinations, while barges have come to 
handle a growing share of inland water- 
ways petroleum shipments. Long dis- 
tance motor trucking is beginning to 
become competitive but, in the last 
analysis, the pipeline industry today 
dominates crude oil movement. 


Ere 


From Ewing Galloway, N. Y. 


Laying oil pipe line in Mississippi. The Diesel powered ditching machine is at work 
on a line running from Louisiana to New York. 
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BOOM IN AIRLINE PASSENGER TRAFFIC 


WILFRED CARSEL and JESSE STERNBERGER 


Respectively Chief, Research and Analysis Branch, and Transportation Economist. Oflice of Airports, 


HE AIRLINE PASSENGER BUSINESS is 
one of the most booming areas in 


the economy, and this growth will prob- 


ably continue for most if not all of 
this decade. During the year 1960 we 
should have about 40 million passengers 
riding the airlanes, or about 21% times 
the number in 1950. 


During the last three and a _ half 
years route miles served by domestic 
airlines increased by 15 per cent. The 
number of communities served jumped 
49 per cent. New lower-fare services 
were developed, particularly the air- 
coach operation, which began to tap 
the lower-income travel market. 

As a result of these and other devel- 
opments in facilities and services, air 
passenger volume registered gains of 
15 per cent annually during 1949 and 


1950. 
Forecasts Need Revision 


The principal forecast of airline pas- 
senger traffic in use until recently has 
been that of 20 million air passengers 
for the year 1955. This forecast was 
made by the Civil Aeronautics Admini- 





Digested with permission from Current Eco- 
nomic Comment, published by the Bureau of Eco- 
nomic & Business Research at the University of 
Illinois. 


Civil Aeronautics Administration 


stration in 1945. However. so rapidly 
has airline passenger travel grown that 
the forecast began to appear low even 
before the Korean development. There 
were a number of reasons for this, 
among them: 


1. It underestimated the national in- 
come in postwar years. 

2. It did not anticipate extensive de- 
velopment of the feeder routes, which 
in 1951 accounted for over 114 million 
passengers. 

Moreover, this forecast stated spe- 
cifically that “On the whole, the CAA 
feels that its predictions of air carrier 
operations expansion are so conserva- 
tive that they may well be realized in 
5 or 6 years, instead of 10.” 

Obviously, the 1945 forecast also as- 
sumed a peacetime economy. The trans- 
ition to a defense economy has in con- 
sequence drastically altered the posi- 
tion of airline passenger travel. During 
the first half of 1951 the air passenger 
traffic increased 37 per cent over the 
same period in 1950. This rate of in- 
crease was slowed down somewhat dur- 
ing the second half of the year because 
of equipment shortages along many of 
the principal airline route segments, but 
this period witnessed the highest month- 


GROWTH TRENDS OF AIRLINE PASSENGERS 
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CAA Office of Airports, Airport Planning Division 


ly air passenger traffic ever attained in 
the United States. Thus the total num. 
ber of airline passengers for the year 
1951 approximated 23 million, about 
32 per cent over 1950, and about 15 
per cent more than the 20 million pre- 
viously forecasted for 1955! 


Improvements During the Fifties 


Our evaluations of air transportation 
performance and potential in various 
communities throughout the United 
States have shown that only a portion 
of the potential airline passenger traffic 
has been tapped in previous years. The 
ensuing decade will witness consolida- 
and mergers of airlines and a 
strengthening as well as an expansion 
of the route networks. Travel time be- 


tween many points will be cut by faster 


tions 


equipment and more direct travel lanes. 
Schedules will probably be more fre- 
quent and better geared timewise to 
potential traffic. 

A greater proportion of the traffic 
potential will become effectuated in a 
number of communities by improvement 
of airport facilities. such as locating air- 
ports closer to the centers of popula- 
tion in the service area, reducing ground 
time between the center of the city and 
the airport, providing airports adequate 
for airline service at smaller certificated 
stations, and installing more and newer 
navigational aids. The number of air 
passengers should also be augmented by 
an increase in the number of operating 
stations (including activating most of 


the present 135 certificated but non- 
operating stops, which include more 


than 20 per cent of all certificated sta- 
tions at the present time). 

Services now in process of develop- 
ment should have an appreciable effect 
on air travel growth in the next decade. 
The low-fare 
boom during this period. With the Civil 


air-coach service should 


Aeronautics Board now urging more 
extensive coach service development, 


the carriers may be expected both to 
widen the area served by air coach 
and to introduce a considerable number 
of daytime air-coach schedules. More- 
over, it is expected that air-coach rates 
will generally go below four cents a 
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passenger mile, or less than first-class 
railroad rates. Similarly, the air taxi 
operators’ service now in process of 
organization will supplement scheduled 
airline service between certificated 
points and will furnish air transporta- 
tion facilities to non-certificated points. 

Changes in the character of the air- 
line fleet are being accelerated by pres- 
ent developments in military and civil 
aviation. The trunk carriers are contin- 
uing to shift from 2-engine to 4-engine 
equipment, supplemented by more mod- 
ern twin-engine aircraft with greater 
speed and seating capacity. Jet and 
turbo-prop. transportation will prob- 
ably be introduced before the end of 
the decade. Should the helicopter, which 
has been developed to such a_ point 
that its use in commercial air passenger 
travel is apparently on the verge of 
realization, fulfill expectations even par- 
tially. the short-range travel market will 
be tapped for the first time by air 
transportation. The impact of the heli- 
copter will probably be felt most strong- 
ly along short route segments between 
major cities in densely populated areas. 

More immediately, helicopter service 
is already being definitely planned for 
intracity travel in a number of large 
metropolitan areas, the latest develop- 
ment being five-year authorizations by 
the Civil Aeronautics Board to 
Angeles Airways, Inc., and to New York 


Los 


Airways, Inc., to conduct such service 
in the Los Angeles and New York metro- 
politan areas, respectively. 


Trend Foreseen 


In addition to the improvements in 
facilities, equipment, and services on 
the horizon, air transportation will bene- 
fit from the probable developments in 
the national economy during this dec- 
ade. The American economy was in a 
state of healthy expansion before Korea 
and the beginning of the present de- 
Unlike the 


ten vears ago. the present defense pro- 


fense program. situation 
gram is being superimposed upon an 
economy already in high gear. National 
policies are being formulated and car- 
ried out in terms of an economy which 
would be capable of sustaining both 
preparedness for defense and produc- 
tion of sufficient goods for the civilian 
market. According to the Office of De- 
fense Mobilization and the Council of 
Advisers, the 
gram should attain the desired level by 
mid-1955. Expansion of production of 
civilian goods after the middle of the 
decade will insure a further growth in 
the economy for the ensuing three or 


Economic defense pro- 
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four years. It is estimated that the 
national income (in terms of prices for 
the last quarter of 1950) will increase 
to about $375 billion by 1955 and at a 
slower rate of growth thereafter to ap- 
proximately $400 billion by 1960. Ac- 
cording to the Bureau of the Census, 
the population of the United States 
will increase during the decade to at 
least 168,933,000, an increase of ap- 


proximately 18,200,000 over 1950. 
Historically, intercity passenger travel 
has been doubling every 20 to 25 years 
(93 per cent from 1929 to 1949). This 
has been at a rate considerably faster 
than population growth (23 per cent) 
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and somewhat above the increase in real 
national income (83.7 per cent). This 
trend is of long-time duration and there 
is no reason to assume that it will 
change. On the contrary, the increasing: 
unification and integration of the na- 
tional economy and the increasing 
mutuality of social, family, cultural, 
and recreational interests among the 
various sections of the country assure a 
continuation of this trend. 


Air passenger trafhic has of course be- 
come an increasing portion of total in- 
tercity trafic; its share has gone up 
four to five times during the past six 
years. What is more important is that 


They Look a lot Alike... 


Take almost anything; cars, people—or tax-exempt bonds 
—and from a distance they look a lot alike. 


But get close to them, and you find there’s a 


We know, because for many years now we have de- 

voted particular attention to the field of municipal bonds 
...have served a substantial number of institutions 

and individuals interested in these securities—and 

feel especially well-qualified to help in the purchase, 
sale, or selection of tax-exempt bonds on the basis of com- 
parative risks, rewards, and inherent investment values. 

If you think our experience can be useful in evaluating 

. Or increasing the after tax return from 
your investments... we'd be happy to help in any 


You can call for a personal meeting if you like, or 
simply write in confidence to— 


R. W. Pressprich & Co. 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 
GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES ¢ INVESTMENT STOCKS 


















at the present time airline passenger 
miles still constitute only about 2.2 per 
cent of all intercity passenger miles and 
only about 4.4 per cent of intercity pas- 
senger miles for trips longer than 50 
miles. Thus there is no lack of room 
for expansion of air travel. We can 
expect, at the least, that airline pene- 
tration into the total intercity travel 
market will increase by 50 per cent dur- 
ing this decade, or to 6.6 per cent of the 
total trips longer than 50 miles. 


Estimate for 1960 































Should the defense program shift 
into lower gear and the economy fail to 
reach present anticipations by 1960, the 
growth pattern in airline passenger 
traffic will tend to shift from one re- 
sembling that in line B to one re- 
sembling that in line A. The resulting 
figure should be approximately 40,000,- 
000 airline passengers. 


We believe that the estimate of 40,- 
000,000 annual air passengers by the 
year 1960 is reasonably conservative. 
The limiting circumstance on_ the 





tion of another new mutual fund special. 
izing in Canadian securities. To be 
known as Canada General Fund, the 
company will intially be offered as a 
closed-end fund early in July by a 
nation-wide syndicate of investment 
firms headed by Paine. Webber, Jackson 
& Curtis and Bache and Co. As in the 
organization last month of Canadian 
Fund, Inc., the new fund will shortly 
after the closing date of the syndicate 
be converted to an open-end company 
and be distributed on a continuing basis 
by Vance, Sanders. Between $10 and 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


No responsibility is assumed in so far as compliance with the Statement 
of Policy is concerned for the employment in whole or in part of this 





Indices are based on fund operation during the period covered and are 


not a representation of future results. They should be considered in the index by issuers, underwriters or dealers. Principal indices for May 

light of the individual companies’ investment policies and objectives 31, 1951, appear in the June 1951 issue and current income returns 

and the characteristics and qualities of the investments of these companies. based on May 29, 1952 offering prices are available on request.. These 
will soon be added to a revised short form index. 

















































| | | 
Reference should be made to the introduc- | I 6 7 | 16 17 18 | 19 20 
tory article in July 1949 issue, outlining pur- || a . . | e 
Sees of ott oe Ba and peewee > in || 12/31/35 wi 5/29/52 aprtverbssantence %| — 94 | 5-Yr. Avg. 
selecting stock and cost-of-living averages, || Principal | | eee Cap | Distr : (Bid) | Investment 
periods and in interpretation of data. Principal | Low High Principal | “1a . een | 5/29/52 | Income % 
BALANCED FUNDS | | | | | 
American Business Shares - Serenere ee = 65.9 170.1 4149.3 | 3.58 5.08 | 7109.3 | 4.04 
Axe-Houghton Fund “A” . sciences a | 784 207.5 | +199.4 | 2.93 6.49 | $159.2 | 4.07 
Axe-Houghton Fund “B” istiauiepeanbineae’ — | 88.1 219.5 213.7 | 4.06 2.29 | 170.6 | 3.76 
Boston Fund —_______. | 108.1 | 602 167.0 | 164.6 | 3.26 5.18 | 133.8 | 3.90 
Commonwealth Investment eee ees Sie 106.3 73.5 213.7 210.6 | 4.01 2.29 | 177.8 3.85 
Eaton & Howard Balanced ue 114.5 73.6 180.8 | 179.2 | 3.75 2.25 | 163.6 | 3.91 
Fully Administered Fund (Group Securities) —_ | BSE 69.4 156.6 | 4141.3 3.56 1.38 | 7117.3 8.90 
General Investors Trust are 110.0 | 65.2 134.7 | 130.4 | 4.84 2.90 | 107.6 4.96 
Investors Mutual ue Meteheadl a= | 7 159.3 | 157.3 4.19 2.08 132.0 4.13 @ 
Johnston Mutual Fund = - om, 4 — 181.9 | 178.1 | 4.34 2.41 168.9 | 4.29 e 
Nation-wide Securities* * ees 102.6 59.6 4187.1 | 137.1 | 3.79 t1.73 113.1 | 4.16 
Dreyfus Fund***** | ears — 158.9 | +449.7 3.93 4.80 | 140.7 | 4.16 
i kee — 69.2 147.0 | 144.4 3.75 2.50 | 124.5 3.98 
Mutual Fund of Boston**** —- | — 161.9 | 159.0 4.03 6.44 | 141.0 | 3.86 e 
Scudder Stevens & Clark ——_....____| 97.4 | 80.9 155.7 154.6 | 3.21 3.03 | 134.7 3.66 
wage Fes |S fCER 163.4 163.0 3.65 2.28 129.5 8.75 ° 
8 ee — — 192.9 190.4 3.87 4.78 | 175.2 | 4.03 e 
Waeensin Invetment®** — | 65.2 223.9 | 4991.6 3.55 3.77 7162.0 2.76 
AVERAGE: BALANCED FUNDS | 105.6 70.8 171.1 | 166.0 3.81 3.41 | 186.7 4.02 


STOCK FUNDS 














































ested - 50.2 224.9 196.4 4.4 8.48 123.0 5.38 
Broad Street Investing Corp. —... ani 109.9 60.1 206.2 201.9 4.70 3.09 | 168.0 4.96 
Bullock Fund Oconee Sar Sal 109.8 61.0 190.9 | 4184.6 4.81 4.44 | 7152.5 4.45 
Delaware Fund —_. se A cae ee oe 76.1 172.8 165.1 3.85 4.56 | 91.5 | 3.75 
Diversified Invest. Fd. (Diversified Fd. Inc.) ***| _ — 150.3 | 4141.3 | 5.47 3.39 7130.0 5.70 @ 
Dividend Shares i scaceticmapcibiesseiiabasae 109.0 62.1 167.4 165.2 4.61 2.54 138.2 4.36 
Eaton & Howard Stock ; sind 107.1 62.7 211.2 | 207.3 | 3.63 2.47 | 178.2 | 3.76 
Fidelity Fund ; ssehiteladal | _— — 217.9 | 214.1 4.71 2.14 | 187.2 | 497 @ 
First Mutual Trust Fuad ££ ____ a= | S82 127.2 | 94.3 | 2.58 om 73.1 3.82 
Fundamental Investors - eT een 105.2 64.8 243.4 | 238.0 | 4.43 2.61 | 204.6 | 4.35 
Incorporated Investors — = 108.6 | 63.9 240.4 | 233.1 | 4.06 2.98 188.3 | 65.03 
Institutional Shares (Stock & Bond Group) _ | wile — 174.4 «| 169.8 | 2.40 5.03 134.0 | —e 
Investment Co. of America ‘ —_ 69.0 192.2 | 188.9 | 3.63 4.31 136.7 | 4.04 
Investors Management Fund __. ti ia 2 a 216.5 210.7. | 4.37 5.12 165.4 | 4.61 
Knickerbocker Fund ____. a —_ 59.8 126.2 121.6 | 1.97 6.23 | 80.2 | 3.61 
Loomis-Sayles Mutual Fund* 72.4 74.2 1983.2 | 191.4 | 3.00 5.32 | 133.3 | 3.03 
Massachusetts Investors Trust - rn 110.7 | 59.7 186.4 180.9 | 4.52 2.70 170.7 | 4.92 
Mass. Investors Growth Stk. Fund****** 1142 | 57.4 205.9 | 4195.9 | 2.83 4.63 7158.9 | 3.75 
Mutual Investment Fund _ : oe 129.7 | 56.1 168.5 | 159.1 | 2.77 4.54 135.6 | 3.16 
National Investors —_..... eee = — 60.7 241.9 | 233.9 | 3.47 6.64 | 186.1 | 4.07 
National Securities — Income*** . — 66.0 135.1 107.6 | 5.70 3.68 93.4 | 6.09 e 
New England Fund — ; 117.4 61.4 159.6 | 154.8 | 3.87 5.61 127.8 | 4.01 
Selected American Shares . | 128.8 | 60.9 178.4 168.5 | 4.33 5.07 135.6 4.64 
Sovereign Investors ser — | C85 135.0 | 129.7 | 5.69 —e 106.1 4.50 
State Street Investment Corp. 92.8 60.7 $232.0 282.0 | r2.94 7.36 170.6 3.35 
Wall Street Investing Corp. = — | — 218.7 210.9 3.71 2.23 | 206.4 | 3.64 e 

AVERAGE: STOCK FUNDS 106.8 63.4 191.1 184.9 | 3.78 4.27 146.5 4.13 

% STOCK INDEX (Standard & Poor’s) _......| 106.7 | 59.8 195.8 | 189.5 | — — | —_ ~— 

CONSUMERS PRICE INDEX (B.L.S.) —. — | 996 n189.1 — | _— _ — _ 





















Base index number of 100 is the offering price on Dec. 30, 1939. 


COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective COL. 17 represents figure obtained by dividing such dividends accruing over 
dates indicated are added all capital distributions to such date and the re- the annual period ending with the stated date by the average of the twelve 
tultant sum is divided by the 1939 base offering price. month-end offering prices ending on the corresponding date. 


a RIB 1 18 presen rcen 
COL, 19 represents the current month-end bid (col. 16 less all capital distri- a. “ pithy cal aus ok oer cs cee ane me 
butions) divided by the 1939 base offering price. onnunt period. , 


INCOME PERCENTAGE includes only those dividends paid by the com- COMPANIES ORGANIZED AFTER 1939 are given an initial index number 
Panies out of income earned from dividends and interest on their portfolio on the date they commence business equal to the average of all those stock 
curities (excluding all capital distributions). or balanced funds in existence at the time. 
















®Principal index begins after 1939 base date. t—nine months’ period. ***Not included in balanced or stock average, 


tEx-dividend current month. n—new series; old, 190.2. ****Name changed from Russell Berg Fund. 

tHigh reached current month. r—plus rights. *****Name changed from Nesbett Fund. 

*Merged with Loomis-Sayles 2nd Fund May Ist. *%*****Name changed from Mass. Investors 2nd Fund. 
ame balanced fund in 1945. COPYRIGHT 1952 BY HENRY ANSBACHER LONG. 





OF WEALTH 


SORROWS 


The problems of poverty are relative- 
ly simple; at least the answer, more 
money, is easy even if not always im- 
mediately obtainable. The worries and 
confusion confronting the holders of 
wealth all over the world, however, may 
seem ridiculous but they are no less 
real and are a factor tending to sap 
the vitality of our fight against Com- 
munism, observes Walter K. Gutman 
in a recent letter from Goodbody and 


Co. 


Investor worries as to the ability to 
distribute and consume the products 
of our expanding economy, with annual 
new plant representing less than 8% of 
our Gross National Product, compares 
with a recent expert estimate of doubled 
Russian production by 1970. The fact 
is, says Mr. Gutman, that we shall have 
to be less concerned with relaxing our 
efforts, even if we wish to, than to find 
practical means of keeping ahead of the 
Soviets in the production race. This 
competition, contends the writer, is 
going to create a tremendous amount 
of business activity and bring wealth 
to many people. Among the short term 
investment groups in favorable position, 
in his opinion, are the textiles and store 
stocks, with the rails again coming into 
the best position since 1931. Chemicals, 
pharmaceuticals, electronics, and _per- 
haps coal stocks are also mentioned 
on a long term basis. 


TOO MANY PASSENGERS 


The overall railroad passenger deficit 
for 1951 was at the highest level on 
record, absorbing 42% of the profits 
from freight carriage, according to the 
May edition of “Monthly Comments on 
Transportation Statistics.” The loss 
totalled $681.6 million, against $508.5 
million in 1950, but the latter year was 
understated by $107 million represent- 
ing retroactive mail pay of previous 
years, 
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PROGRESS ON RESEARCH ROAD 


Among the countless new products 
and technological advances coming to 
the surface in industry’s continuing 
effort to produce more and better goods 
by more efficient methods, a contributor 
mentions further discoveries in bitum- 
inous coal chemistry by Union Carbide 
and Carbon Co, These new compounds, 
as yet unnamed and without specific 
applications, perhaps find their 
place as components of dyestuffs. syn- 
thetic fibers, perfumes or medicines. 
While production is on a pilot basis thus 
far, it is reported that the process is 
adaptable to continuous large scale pro- 
duction at the proper time. 

Utilization of low-grade 
such as 


will 


strategic 


metals, iron, cobalt. 


and nickel, as higher-grade ores be- 


copper, 


come depleted, is said to have been 
made practicable by a process developed 
by the Chemical Construction Corp., a 
subsidiary of the American Cyanamid 
Co. The traditional extracting processes 
for metal ores, smelting and electrolysis, 
become costly as ore quality goes down 
or tonnage declines. The basis of the 
process has been kept secret but several 
established companies in the metal 
trades have already contracted for 
plants to use the new method. Among 
the added advantages claimed is the 
one-fourth for the 
same capacity as against the conven- 


comparative size 


tional smelter. 


RAILS LOOKING UP 


The railroad industry is in better 


condition than for many years, with 
property account increased. funded 
debt reduced, total interest charges 


down and in good cash position. For 
these reasons there has been a growing 
sentiment toward this group with con- 
siderable market popularity in recent 
years. A long-term investment. status, 
however, which only a few securities 
in this line enjoy, may be achieved if 
present management can demonstrate 
profitable operations during a future 
period of low traffic. 

Capital expenditures in 1951 were a 
record $1.4 billion. against an average 
1946-51 outlay of just over $1 billion. 
Total funded debt, through reorganiza- 
tion, refunding and purchase, has been 
cut almost $3 billion to $6.7 billion. 
Total estimated interest charges of 
about $460 million present no problem 
for an industry which reported $500 
million for charges in the recession 
year 1938 and an average of just over 


$1 billion for the post-World War II 


years. 














The major railroad systems west of 
the Mississippi have completed their 





equipment programs and the southern 
roads are nearing the completion of 
major yard and terminal projects. With 






another year or two of business near 





the current level, the two major east. 
the 





ern systems should be in same 





position. 






Pressure by proposed legislation has 
favorable 1.C.C. 


treatment in rate matters. Small straws 






brought about more 







in the wind indicate a more favorable 






competitive relationship with airlines 


and trucks which also face problems of 







new equipment and higher labor costs, 






ARE BANK STOCKS CHEAP? 


Bank stocks have suffered in marked 








degree during the past twenty years 
from the Government’s easy money 






policy, which reduced the average return 






on commercial loans by about one third, 






while at the same time operating ex. 






penses, especially salaries, rose as_ the 






administration's inflationary fiscal polli- 
the value of the dollar, 
said George Geyer of Geyer & Co.. Inc., 
of New York, speaking before the May 
meeting in San Francisco of the Na- 
tional Federation of Financial Analysts 
Despite these disadvantages 









cies lowered 















Societies. 





and the generally depressed aspects of 
the bank stock market. which reached an 
low last October, Mr. Geyer 
intimated that with dividends taking 
less than 60‘. of earnings, shares sell- 









all-time 








ing at 84°. of book value and vielding 
1.60‘: , perhaps the stocks of the large 
New York city banks were attractive at 
thirteen times 







current levels of about 





estimated 1952 earnings. 







Mr. Geyer cited the rise in operating 
1932 1951 from 


57.8¢ to 75.5%, respectively, based on 





and 





ratio between 






the experience of leading New York 
City institutions. Because of a higher 
volume of loans at better rates, current 
year results may be some 10‘, better 
than in 1951. Unfortunately. most of 
the large banks can only earn 3.84% 










on their capital in excess of $10 million 






before becoming subject to excess profits 
tax and this is distinctly subnormal as 
compared with the public utility and 
railroad 6% permitted under 
commission regulation. 







return 






The outlook for the bank stocks is 
dependent upon the turn of political 
events, with a possible Republican vic 







tory promising at least lessened infla 





tionary presures. Mr. Geyer foresees 4 





period of higher interest rates regard 





less of election results. 
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_Analysis and Safekeeping 


__ of Securities 


International Banking facilities 


Personal Gift Check Service 


Mortgage Management Service 
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These are but a few of the Manufac- 
turers Trust Company functions which 
banks all over the country are using 
profitably — how about you? 

Wouldn’t it improve your customer 
relations and increase your earnings if 
you were to take full advantage of 
this help? 


Manu 
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Purchase and Sale of Government Bonds 


Participation in Loans rea 


~_youelp your cu 








Complete Corporate and Personal Trust Services 










These diversified services, developed 
from wide experience in local, national 
and international banking, prove their 
value, day after day, to thousands of 
correspondent banks here and abroad. 

If we can assist you in any financial 
matter, simply call us, and we will 
promptly suit the action to your word. 


acturers Trust Company... 


J’ EVERYBODY'S BANK 


55 Broad Street, New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 


441 









ee ee ee eeee an A A 








Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 172 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 21 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

50 cents per share on Orig- 
inal Preferred Stock; 

27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. 

The above dividends are 
payable June 30, 1952, to stock- 
holders of record June 5, 1952. 
Checks will be mailed from 
the Company's office in Los 
Angeles, June 30,1952. 


P.C. HALE, Treasurer 


May 16, 1952 
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Mining and Manufacturing 
Phosphate @ Potash @ Plant Foods @ Chemicals 
Industrial Minerals @ Amino Products 









* 






Dividends were declared by the 
Board of Directors on 
May 22, 1952, as follows: 







4% Cumulative Preferred Stock 
41st Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40¢) per share. 























Both dividends are payable June 30, 
1952, to stockholders of record at the 
close of business June 20, 1952. 


Checks will be mailed. 














Robert P. Resch 
Vice President and Treasurer 


- 
INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
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COMMON FUND BOND RATIOS 


STUDY OF THE INVESTMENT PORT- 
fe Reve of fifteen Common Trust 
Funds reveals that the average percent- 
age of principal held in government 
bonds is less than a year ago, while in 
utility and industrial bonds the average 
has risen. 

The fifteen funds studied all make 
their annual reports in the six months 
period December 31 through June 30. 
Comparisons were made between 1952 
reportings and those of a year ago. 
The list includes large and small funds, 
recent and long established, and repre- 
sents all sections of the country. 


The total amount of principal assets 


1951 two funds held no preferreds, and 
one of these still held no preferreds in 
1952. Averages are for those holding 
those categories. 

Within the bond section itself, allo- 
cation of principal to various categories 
is shown in Table III, where 100% 
equals the total bond investment of the 
portfolio rather than the entire princi- 
pal of the fund, 


In 1951 four funds held no railroad 
bonds, three held no utilities, and three 
held no industrials. The 1952 records 
show four funds holding no rails, two 
that held no utilities, and three with 


TIEN” 


TABLE Il 
% % 
1951 1952 
High Low Average Mean High Low Average Mean 
Bonds 64.5 20.8 14.6 42.7 58.1 23.7 42.8 40.9 
Preferreds 25.3 0.9 13.2 13.1 25.0 0.7 12.6 12.9 
Commons 62.4 28.2 42.9 45.3 60.7 30.3 43.9 45.5 


EL ———— 


held by these funds had increased in 
one year from $134,685,688 to $171.,- 
557,072. The proportion of dollar 
amounts (for the combined fifteen 
funds) held in bonds, preferred stocks 


no industrials. Again, the averages in 
each case are for those that did hold 
bonds in that category. 

While the figures used in this study 
are taken from reports spread over 


ee eee ee EE ee 
TaB_eE III 


of 


% To 
1951 1952 
High Low Average Mean High Low Average Mean 
Government 100 55.9 76.9 77.8 100 49.2 71.0 74.6 
Railroad 15.5 2.2 ye 8.9 25.0 18 8.0 13.4 
Utility 32.4 0.6 13.4 16.5 36.0 2.8 16.5 19.4 
Industrial & Misc. 27.4 1.6 8.9 14.5 28.7 yi | 11.1 15.7 


and commons showed little change, as 
Table I will indicate. 

A sharper picture may be obtained 
from comparing in Table II the high, 
low, average and mean percentages of 
the individual fund breakdowns. In 






only a six months’ period as contrasted 
with previous studies in which the time 
spread was a year or more, it is still 
in order to repeat that they do not 
represent investment advice or even a 
current statement of what these funds 








90th Consecutive 
Quarterly Dividend 


20c per share from net investment 
income, payable June 30 to stock 
of record June 12, 1952 


WALTER L. MORGAN, President 
Philadelphia 2, Pa. 























ALLIED 
CHEMICAL 


& DYE CORPORATION 


Quarterly dividend No. 125 
of Sixty Cents ($.60) per share 
has been declared on the Com- 
mon Stock of the Company, 
payable June 13, 1952 to 
stockholders of record at the 
close of business June 4, 1952. 

W. C. KING, Secretary 
May 27, 1952. 
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1951 1952 

Bonds . ae 40.5 

Preferred Stocks . 16.0 15.2 

Common Stocks . 43.8 43.5 
scnseiaaatasaaicaaaaatileaiaicdiasicameinilinaias 
are doing, since the report dates stretch 
back as far as December 31, 1951. On 
the other hand they have the value of a 
permanent record and can serve as a 
general comparative check with other 
conservative investment programs of 
the same period. 





THE COLUMBIA 
GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following regular quarterly dividend: 
Common Stock 
No. 72, 20¢ per share 
payable on August 15, 1952, to holders of 
record at close of business July 19, 1952. 
Dare Parker 
June 5, 1952 Secretary 








PACIFIC GAS AND ELECTRIC Co, 


DIVIDEND NOTICE 


Common Stock Dividend No. 146 


The Board of Directors on May 14, 
1952, declared a cash dividend for the 
second quarter of the year of 50 cents 
per share upon the Company's common 
capital stock. This dividend will be paid 
by check on July 10, 1952, to common 
stockholders of record at the close of 
business on June 10, 1952. The Trans- 
fer Books will not be closed. 


K. C. Curistensen, Treasurer 


San Francisco, California 


YALE & TOWNE 


255th Dividend 
since 1899 


On May 22, 1952, 

dividend No. 255 
of fifty cents (50¢) per 
share was declared by 
the Board of Directors 
out of past earnings, 
payable on July |, 1952, 
to stockholders of record 


at the close of business 
June 10, 1952. 


F. DUNNING 


Executive Vice-President and Secretary 


THE YALE & TOWNE MFG. CO. 


June 1952 


GOVERNMENT BOND NOTES 


The Treasury will face the need dur- 
ing the second half of the current year 
of financing close to $9 billion in Gov- 
ernment cash deficits, as well as up- 
wards of $2 billion for redeemed and 
unexchanged securities, or a total of 
about $11 billion, according to a re- 
cent statement by Malon S. Andrus of 
J. G. White and Co., Inc. While the 
possibility of a long-term marketable 
bond cannot be dismissed, chances favor 
the issuance of short maturities at fa- 
vorable rates. It may prove necessary 
to call upon Federal Reserve credit fa- 
cilities which would test the March 1951 
Treasury-Federal Reserve accord, with 
potential fanning of inflationary forces 
which have been quiescent. 


Aubrey G. Lanston and Co., Inc. ex- 
pressed the opinion in a recent market 
letter that the new Series H Savings 
Bond will prove to be the “sleeper” of 
the package. It is expected that this 
issue will attract substantial buying 
from holders of bank time and savings 
deposits. 

A new phase in the Government 
market with wider fluctuations in rates 
and prices, freer markets and a new re- 
lationship between the Federal Reserve 
and the Treasury may well be the re- 
sult of any drastic change in Washing- 
ton leadership, according to Sylvia F. 
Porter, speaking to the Missouri Bank- 
ers Association in St. Louis in May. 

John H. Grier. vice president of the 
First National Bank of Chicago. told 
the Indiana Bankers Association on 
May 8th that the financing of the ex- 
pected Federal deficit through non- 
bank sources is essential if a renewal of 
inflationary forces is to be avoided. 
Referring to the recent Treasury finan- 
cing program, he expressed surprise 
that a long-term fully marketable 3% 
bond was not made available. This 
would, in his opinion. have met with 
substantial favor for pension fund and 
insurance company investment, these 
companies being more yield-than ma- 
turity-conscious. Life companies, said 
Mr. Grier, have substantial fund com- 
mitments for the balance of the year 
and these, together with an increasing 
mortgage supply. provide ample out- 
lets at better than current Treasury 
rates. Barring adverse foreign develop- 
ments, money rates should not go higher 
this year. Mr. Grier expressed an atti- 
tude of cautious optimism toward the 
market but the prospect of deficit finan- 
cing for an indefinite period is not 
heartening. 


212th 
Consecutive Quarterly Dividend 
A dividend of seventy-five cents 
per share on the capital stock of 
this Company has been declared 
payable July 15, 1952 to stock- 
holders of record June 13, 1952. 


EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Massachusetts, May 19, 1952 





INTERNATIONAL 
SHOE 
COMPANY 


St. Louis 


165™ 
CONSECUTIVE DIVIDEND 
Common Stock 


A quarterly dividend of 60¢ per 
share payable on July 1, 1952 
to stockholders of record at the 
close of business June 13, 
1952, was declared by the Board 
of Directors. 

ANDREW W. JOHNSON 


Vice-President and Treasurer 


June 3, 1952 
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. CORPORATION OF AMERICA | 
) 180 Madison Avenue, New York 16,N.¥. | 


J jee Board of Directors has this day 
declared the following dividends: 


44%2% PREFERRED STOCK, SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12!% per 
share, payable July 1, 1952, to hold- 
ers of record at the close of business 
June 6, 1952. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable July 1, 1952, to holders 
of record at the close of business 
June 6, 1952. 


COMMON STOCK 


50 cents per share, payable June 
24, 1952, to holders of record at the 
close of business June 6, 1952. 


R. O. GILBERT 
ecretary 
May 27, 1952. 




























| semana POLICIES followed by the 
trustees of General Electric’s Pension 
Trust were given by treasurer J. D. 
Lockton at the Fifth Annual Convention 
of the National Federation of Financial 
Analysts Societies in San Francisco, on 
May 5th. The Analysts were told that 
the trust, formed in 1912 as a noncon- 
tributory plan but later changed to con- 
tributory, now has assets of $365 mil- 
lion, and is growing at the rate of over 
$60 million a year. Federal Social Se- 
curity legislation required a substantial 
change in the pension plan, which was 
effected in October 1946. Trust opera- 
tions on the present basis originated 
then, and the trust in its present form 
commenced operations with an_ all- 
Government portfolio. 


At the present time Government se- 
curities amount to only 19% of the total 
portfolio. They have an average life to 
call date of 12 years and a yield of 
2.24% There was a substantial switch 
to corporate bonds in 1948. Those now 
in the portfolio have an average life to 
call date of 17% years and all have the 
equivalent of A ratings or better. The 
average yield is 2.91% and distribu- 





Valuations for 
Estate 
Administration ~— 


@ Tangible and intangible 
property, personal and real, 
including unlisted stocks, 
mortgages, patents, resi- 


dences and fine arts — 





For estate.2:4-—<7iferirance 


taxes, distribution to heirs, 





sale, insurance, and other 





purposes. 


The AMERICAN 
APPRAISAL 


Compa ny 


Over Fifty Years of Service 
OFFICES IN PRINCIPAL CITIES 








HOW G. E. PENSION FUND IS INVESTED 


tion by major classes is as follows: 


Public Utilities 59% 
Industrials 21 
Finance Companies 11 
Equipment Trusts 9 


Following a series of studies, Mr. 
Lockton reported the adoption by his 
Company in 1950 of a stock purchase 
program for the trust. There was no 
large scale switch from bonds, but since 
then common stocks have been bought 
on a dollar-averaging basis and at pres- 
ent about one-third of the trust’s new 
money is being invested in this way. 
Purchases, he said, would be accelerated 
in the event of a substantial drop in the 
market. The eventual common. stock 
component has not yet been decided. 
but “it will not be less than 20° and 
might be as high as 30‘7.” The present 
distribution is approximately as follows: 


Oils 18% 
Chemicals 16 
Utilities 13 
Autos and accessories 8 
Retail trade 8 
Food 7 
Building 5 
Banks and insurance 5 
Tobaccos 4 
Agriculture 3 
Containers 3 
Non-ferrous metals 3 
Steels 3 
Drugs 2 
Office equipment 2 


The management of the trust has not 
felt that preferred stocks were a good 
investment at the market prices obtain- 
ing since departure from the all-bond 
portfolio and hence there are none in the 
fund. Neither have funds been invested 
in mortgages, chiefly because it would 
need more staff to handle that type of 





security, and suitable investment oppor- 
tunities exist in other fields. 


Mr. Lockton said his listeners might 
well ask: “Why does a pension trust 
buy common stocks when its obligation 
is to pay only a predictable amount of 
dollars at a predictable date, whatever 
the dollars may be worth in purchasing 
power? Surely the earnings obtainable 
on bond investments over a period of 
years should meet the usual actuarial 
pension rate of 244‘ .” The answer, 
he said, is that: 

(1) It is difficult to 
achieve a 214% rate with safety in an 
all-bond portfolio and there can be few, 
if any, capital gains to offset inevitable 


sometimes 


principal losses if bond quality is sacri- 
ficed to yield; (2) To the extent com- 
mon stocks increase the yield on the 
portfolio, they reduce the cost to the 
parent company in funding its pensions 
or provide additional income for use in 
liberalizing pensions: (3) It 
be advisable to fully fund a pension 
plan due to the possibility of reductions 


may not 


in the number of employees in the par- 
ent company in periods of business re- 
cession so that some degree of under- 
permitted while still 


funding may be 


meeting a 214°C actuarial rate if com- 
mon stocks are included: and, finally, 
(4) These advantages can be achieved 
with reasonable safety since market 
fluctuations are not of prime importance 
in pension trusts. 

As to the percentage of a pension 
trust fund which might properly be in- 
vested in common stocks, Mr. Lockton 
said that while 35%¢ seems to be a pop- 
ular ratio, he had been unable to find 
any sound basis for that formula, and 
he added “we have made many studies 
of the reduction in yield on various 
common stock components that we could 
experience before failing to earn the 
these seemed to 


necessary 2!5‘. and 


support about a 25% ratio.” 











87 Years of Experience and Accumulated Knowledge, 
plus the most up-to-date methods and facilities 
place us in excellent position to serve you when 


you need Trust Department cooperation in 


Virginia. 


FIRST AND MERCHANTS 
National Bank of Richmond 


Virginia’s Foremost Bank Since 1865 


Member Federal Deposit Insurance Corporation 
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When capital changes affect income from an invest- 
ment portfolio—how can the Tax Man get the facts and 
information needed for correctly computing gain and loss 
for federal income tax purposes? 


For more than two decades top tax specialists have 
turned to the authoritative pages of SINCLAIR-MURRAY 
CAPITAL CHANGES REPORTS for this kind of data. In its 
three encyclopedic loose leaf Volumes the complete capi- 
tal changes histories of over 12,000 corporations are set 
forth and kept continually up to date through fast, regu- 
lar loose leaf ‘'Reports.”’ 


Included in its comprehensive coverage of this field 
are full details on the federal tax aspects of stock rights, 
stock dividends, liquidating distributions, exchanges in 
reorganizations, dividends on preferred stock redemp- 


* Sinclair, Murray & Co., Inc., is a wholly owned 
subsidiary of Commerce Clearing House, Inc. 


June 1952 
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“ SINCLAIR-MURRAY CAPITAL CHANGES REPORTS* 


tions, nontaxable and capital-gains cash dividends, inter- 
est on bonds ‘‘traded flat,’’ and the like. 


Then, too, there is everything needed in handling the 
federal tax problems peculiar to taking deductions on 
worthless securities, war casualty losses and recoveries, 
and the dividends received credit for corporate holders 
of certain public utilities stocks. 

Not a statistical service, not a financial advisory serv- 
ice—these fill their own place in reporting financial 
events. SINCLAIR-MURRAY CAPITAL CHANGES REPORTS 
is concerned not with reporting financial events as such, 
but is exclusively concerned with reporting instead how 
certain financial events affect the tax picture of the 
security holder. 

Your subscription is invited—for more details write: 


ERCE, CLEARING, HOUSE, INC.. 


ARRAAAAARAAARAAAAAAARAA | NANRAAAAANAIARAARANARRAAANANN AAAAAAAAAAANAAAAAANS INC Ay 


PUBLISHERS OF TOPICAL LAW REPORTS 


522 FIFTH AVE. 1329 E STREET. N. W. 
NEw YORK 36 WASHINGTON 4 


214 N. MICHIGAN AVE, 
CHICAGO 1 











~ Connecticut Trust Conference 


the Connecticut Bankers Associa- 
tion was held at New Haven on May 
7th. Following the customary pattern, 
the morning session was featured by 
principal addresses and the afternoon 
was devoted to the question-box period. 


While under favorable conditions 
stocks might comprise from 60-75% of 
a typical trust fund, a 45% investment 
under today’s uncertain conditions 
would perhaps be warranted. Richard 
P. Chapman, executive vice president of 
the Merchants National Bank of Boston. 
told the Conference. Admitting his pre- 
ference for common stocks, Mr. Chap- 
man contended that the record of the 
past 50 years had proven their better 
investment value to compensate for 
their greater risk, if properly selected. 
At the present time, he said, economic 
conditions are uncertain enough to war- 
rant the above more conservative ratio 
of stock holdings, as he foresees a pe- 
riod of declining volume and profits 
over the near term but this appraisal of 
the general corporate profit picture need 
not confine the investment officer to the 
bond market exclusively. 


Bond Yields 


Mr. Chapman observed that, for over 
a decade, bond yields had provided a 
“sweat shop” wage for trust capital and, 
although the improvement in return 
over the past year has uncovered more 
investment opportunities, they still offer 
inadequate hire for the degree of risk. 
The issuance of a long-term Govern- 
ment bond, perhaps with a 3% coupon, 
which would command general public 
buying, would be a constructive develop- 
ment in his opinion. Pending a realistic 
financing attitude on the part of the 
Treasury, Mr. Chapman is inclined to 
short and medium maturities. 


fie ANNUAL TRUST CONFERENCE of 


In the preferred stock category, good 
buys can occasionally be found as senti- 
ment toward this group blows hot and 
cold. Convertible preferred and bonds 
need careful sorting. 


With common stocks at the highest 
levels in over 20 years, there are natur- 
ally risk factors but Mr. Chapman cited 
three mitigating offsets: the depreciated 
dollar, absence of extravagant specula- 
tion, and a conservative capitalization 
of earnings and dividends averaging 
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slightly over ten times 1951 earnings 
and yielding 6.3‘¢ at the market. Good 
investment values still to be had 
where earnings and dividends appear 
well protected. 


are 


Mr. Chapman then outlined a theoreti- 
cal new $100,000 trust fund invested 
15° in preferreds, largely utilities, 15% 
in longer term bonds, mostly railroads, 
and 25% in savings deposits and short 
term notes, the last as a kitty for future 
stock purchases as bargains become 
available. The remaining 45° in com- 
mon stocks included a railroad, two 
electric utilities, an insurance company, 
two oils, a paper, two growth stocks, 
two manufacturing stocks, and a to- 
bacco. The return, despite the liquid 
portion and the growth stocks of low 
yield, averaged 4.5. In the event of 
a 50% reduction in all common divi- 
dend rates, the average return on the 
fund would still equal the return on 
current investment in bonds alone. 


The possibilities—almost probabili- 
ties—of important unforeseen changes 
in the next few years, warned Mr. Chap- 
man in conclusion, are so great as to 
call for a less confident and more 
protective investment policy, even though 
the caution may prove premature. 


Trust Legislative Program 


With the next General Assembly some 
seven months away, the trust legislation 
program of the Association is still in 
formative stage, reported Reese H. 
Harris, Jr., chairman of the Legislative 
Committee and vice president in charge 
of the trust department at Hartford- 
Connecticut Trust Co. The four trust 
matters under active consideration were 
reviewed by Mr. Harris, as follows: 


1. Non-interest bearing bonds: The 
Uniform Principal and Income Law, 
Section 6903, requires that any gain at 
maturity of a bond over its cost shall 
inure to principal. It is proposed to 
amend this section to exclude bonds 
which provide no interest, either stated 
or in coupon form and which are issued 
at a discount. The exception would make 
the increment upon its receipt income, 
the discount in reality being intended 
as income by the issuer and so taxed by 
the Government. 


2. Investment powers of guardians: 
In view of the uncertainty as to whether 





Section 6893, providing that “trust 
funds” may be invested under the pru- 
dent man rule, applies to guardians and 
conservators, it is proposed either to 
amend that section to classify such fidu- 
ciaries as “trustees” for the purposes 
thereof, or preferably to confer such 
investment power on guardians and 
conservators in the chapters dealing 
with them. 


3. Nominee registration: The present 
Section 512a authorizes banks to hold 
stock in the name of a nominee only 
where such is owned as trustee. Inas. 
much as there is perhaps even greater 
reason for the use of a nominee where 
the bank acts as agent for an individual 
trustee, it is proposed to amend the 
statute to extend the privilege to that 
status. 

4. The Four-Mill Tax: Although See. 
tion 1745, requiring the listing of tangi- 
ble and intangible personal property 
for purposes of taxation by the towns, 
has never been directly enforced, the 
complementary legislation designed to 
that end has produced unfair conse- 
quences. One law provides for an estate 
tax penalty on the death of a decedent 
owning property in the State which has 
not been taxed by any town within five 
years of his death. Another provision 
requires trustees to report personal 
property liable to taxation. and imposes 
a personal liability for failure to do 
so. The four-mill tax was 
enacted as a relief measure by giving 
taxpayers the option of paying to the 
State four mills on the face value of 
bonds or choses in action and thus ex- 
empt them from the estate tax penalty 
and the personal liability. It is pro- 
posed to repeal all of the foregoing 
statutes to eliminate “hit-or-miss taxa- 
tion (that) is a disgrace to the State.” 


so-called 


New Wealth and Trust Opportunities 


While governmental fiscal policies and 
excessive taxation have conspired against 
the creation of large estates, those pol- 
icies, together with the huge volume 
of post-war expenditures for defense and 
relief, have contributed to the highest 
national income in history, thus bring: 
ing many additional thousands of per- 
sons within the range of trust service 
today. These comments came from L. 
K. Elmore, Connecticut’s Bank Com- 
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missioner and himself a former trust 
executive. 

Urging the necessity of gearing trust 
operations to permit profitable manage- 
ment of small accounts, with the com- 
mon trust fund as an available vehicle, 
Commissioner Elmore emphasized the 
importance of error minimization and 
constant review of existing accounting 
systems and organizational structure. Of 
comparable significance is the explora- 
tion of new avenues of trust service, Mr. 
Elmore noting these as among the pos- 
sibilities: (1) a wider use of the agency 
function; e.g. real estate operation, 
escrows, dividend disbursing and other 
corporate agencies, mortgage servicing, 
and various special function agencies; 
(2) pension trusts (with a warning to 
approach this specialized field carefully : 
and (3) a broader use of custodial ar- 
rangements, 


Question Period 

The traditional Question-Box Period 
occupied the afternoon session under the 
customary capable handling of G. Har- 
old Welch, president of the C.B.A. and 
vice president of The New Haven Bank. 
\.B.A. The panel (with their topical 
areas) consisted of: 

Trust Administration: J. Gordon At- 
kins, vice president and trust officer. 
Stamford Trust Co. 

Public Viewpoint: Herbert Brucker, 
editor, The Hartford Courant. 

Life Insurance and Estate Planning: 
Charles K. Gordy, C.L.U., general 
agent, Fidelity Mutual Life Insurance 
Co., New Haven. 

Legal Aspects: Judge Patrick Healey, 
associate trust officer, Citizens and Man- 
ufacturers National Bank, Waterbury; 
executive secretary and treasurer, Con- 
necticut Probate Assembly. 

A summary of the answers will be 
published next month. 


A AA 


6th Short Trust Course 


The Sixth Annual Short Trust Course, 
sponsored by the Connecticut Bankers 
Association and the State Banking De- 
partment in cooperation with the Uni- 
versity of Connecticut, will be held on 
the University Campus at Storrs on 
June 22-24. Morris K. Winborn, assist- 
ant secretary of Hartford-Connecticut 
Trust Co., is chairman of the course 
committee. Lecturers and their topics 
are: 

Impact of Taxes on Modern Society: 
William C. Fenniman, Phoenix State 


Bank & Trust Co., Hartford. 


Federal Income Tax: Richard T. 
Jones, Union & New Haven Trust Co. 

Federal Gift Tax: Joseph I. Shrebnik, 
head of estate and gift tax department, 
Office of Internal Revenue Agent in 
Charge, New Haven. 


Federal Estate Tax: Ralph S. Wallace, 
Kennedy-Sinclaire, Inc. 

Streamlining Operations of Income 
Tax Section of Trust Department: 
George A. Davidson, Old Colony Trust 
Co., Boston. 

Connecticut Succession Tax: Frederic 
Dauch, first assistant tax commissioner, 
State Tax Department, Hartford. 

A AA 


Virginia Trust Committee 
Reports on School 


As a result of efforts of the State 
Legislative Committee, endorsed by the 
Trust Committee of the Virginia Bank- 
ers Association, a law has been enacted, 
effective January 1, 1954, to eliminate 
the fifty-cents state tax on notes, bonds 
and mortgages. This action was reported 
by Trust Committee chairman Gorham 
B. Walker, Jr., secretary and trust officer 
of Lynchburg Trust & Savings Bank, at 
the recent annual meeting of the Asso- 
ciation in Roanoke. Earlier effectiveness 
of the law was prevented by reason of 


YOUR BANK 
IN CONNECTICUT 


WE OFFER you cooperation and the benefit of 
our long experience in bank and trust matters. 


THE STAMFORD TRUST CO. 


300 Main Street 
Stamford, Connecticut 


Member Federal Deposit Insurance Corporation 
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the fact that the state budget had al- 
ready been planned for the coming 
years. 

After reviewing the Trust Committee 
meetings during the past year, Mr. 
Walker urged top executives of all banks 
to send trust personnel to the Trust 
School at the Virginia Bankers Confer- 
ence scheduled for August 25-29, Al- 
though the 1951 attendance of 30 trust- 
men was small, the course proved suc- 
cessful, and the excellent curriculum and 
faculty being arranged for the forth- 
coming sessions deserve the full sup- 
port of management, Mr. Gorham as- 
serted. 
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Ready to 
Assist You 


in Connecticut 


Established in 1792, the 
Hartford National Bank and 
Trust Company is both the 
oldest and the largest bank 
Its Trust 
which is 


in Connecticut. 
Department, re- 
sponsible for the care and 
property 
valued at approximately 


$300,000,000, is 


assist you whenever you de- 


management of 
ready to 


sire an experienced repre- 


sentative in this state in 


connection with estate ad- 
ministration or other fiduci- 
ary and banking services. 


Hartford 
National Bank 


and 
Trust Company 


Head Office: 


Main and Pearl Streets 
Hartford, Connecticut 


Member 
Federal Deposit Insurance Corporation 
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BOSTON 


COUNCIL HONORS FOUNDERS 


PANEL PLANS SMALL BUSINESS CASE 


Life Insur- 
ance and Trust Council were signally 
honored at a luncheon on May 2lst 
with the presentation of oil portraits of 
Henry N. Andrews and the late Frank- 
lin W. Ganse. Philip W. Stocker. coun- 
cil president and assistant vice presi- 
dent of New England Trust Co.. presided 
while Mr. Andrews concisely described 
the objectives of the Council and early 
development of the idea of collaboration 


Founders of the Bos'’on 


EQUITABLE 


TRUST COMPANY 


Established 1889 


Wilmington « Delaware 


Member Federal Deposit Insurance Corporation 


4ts 





between the two key fields in financial 
protection. He paid tribute to the vision 
and devotion of Mr. Ganse, who died 
in 1947. Mr. Andrews. retired vice presi- 
dent of Old Colony Trust Co., who is 
nationally known as a leading authority 
on estate and trust taxation. served as 
the Council’s first president in 1930- 
1931. 

Basil S. Collins. vice president of 
Old Colony Trust Co. and himself a 
C.L.U. as well as former president of 
the Council, remarked on the expan- 
this theme of collaboration 
through the formation of 62 councils 
throughout the United States 
Canada. 


sion of 


and 


In extending congratulations to the 
two pioneers who added so much to the 
mutual understanding and respect of 
their professions, Christian C. Luhnow. 
editor of TRusts AND EsTaTEs, remarked 
on several by-products of great value, 
including estate planning courses which 
are being given in many law 
schools with the aid of both insurance 

trust officers. Mr. 
1939 letter from Mr. 
Ganse in which he remarked how vears 


now 
underwriters and 
Luhnow read a 
before he had used a blackboard illus- 
tration of the two words 

ASSETS 

ESTATE 
in which he crossed out the common 
letters, leaving the italicized characters. 
concluding: “Everything endures over 
in the new set-up, except the owner's 
Self and Skill and in their place the 
estate has Taxes and Expenses.” 


The new officers of the Trust Council 
are: 


Pres.: John G., 
Khouri, C. L. U,, 
New England Mu. 
tual Life. 

Vice Pres.: Al. 
len Potter. Day 
Trust Co. 

Treas.: Charles 
H. Deming. Na. 
tional 
Bank. 

Secy.: William C. Coogan. 200 Berke. 
ley St. 





JOHN G. KHOURI 
President 


Shawmut 


Planning for Small Business 


The luncheon divided the Council's 
annual all-day seminar, this year de. 
voted to “Conserving the Value of the 
Small Business for Owner and Family.” 
Participants were James P. Baxter, trust 
officer of The First National Bank of 
Chicago: Samuel J. Foosaner, Federal 
Tax Editor of Trusts AND EsTATEs: and 
Dr. Edwin H. White, C.L.U.. vice presi- 
dent and director of Insurance Research 
and Review Service, Indianapolis. Mr, 
Baxter’s text was not available at press 
time. 
emphasized 
the importance of the small business 
i relation to the client’s over-all 
Before determining 
business, or business inter- 


Mr. Foosaner strongly 
in its 
estate picture. 
whether a 
est, should be sold or retained after the 
principal owner's death, it is essential 
to carefully survey his family picture 
and the character and respective values 
of all his assets. The mandatory estate 
costs must be estimated and the pros- 
pective sources for these costs be gen- 
erally ascertained in advance. The es- 
tate must be designed with a view to: 


Enjoying maximum benefit during the | 


owner's lifetime. 
Achieving over-all objectives at own- 
er’s death. 


Minimizing taxes. 


Complete Trust Service 


Now merged with the 


Union Trust Company of Indianapolrs 


The Indiana National Bank 


F INDIANAPOLIS 


Since 1834 
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Avoiding family conflict after owner’s 

death. 

Mr. Foosaner, who is a practicing tax 
attorney in the firm of Foosaner and 
Saiber in Newark, N. J., cited actual 
case examples where sales of businesses 
after the owner’s death would be ad- 
visable, and others where they would 
not. He stressed the factors to consider, 
such as the period for which the busi- 
ness has been established: its depend- 
ency upon the owner personally; the 
requirement of the family to retain it; 
the likely 


successors, and the problems that would 


the esiate’s need for cash; 
be created, either by its sale or its 
retention. 

Throughout his address, the speaker 
the 
qualified corporate fiduciaries. not only 


cited advantage of experienced, 
in connection with administrative prob- 
lems, but as trustees under Partnership 
Stock Purchase 
ments. He urged adequate life insur- 


Interest and Agree- 
ance “properly applied for and main- 
tained” in all cases. 

In dwelling upon Section 115(g) of 


Code. Mr. 


saner limelighted the new avenues for 


the Internal Revenue Foo- 


life insurance sales and trust services. 
at the same time cautioning his listeners 
aware of the Federal 


“The 


only enjoy a maximum of benefit and 


to be constantly 


income tax aspects. client can 


service from his professional confi- 
dantes. the lawyer, the trust officer, the 
life underwriter, and the accountant, if 
the four of them cooperate completely.” 


he concluded. 


Varied Uses of Insurance 


A comprehensive analysis of the my- 
riad applications of life insurance to the 
solution of business problems was pre- 
sented by Dr. White. He indicated how, 
during the owner’s lifetime. insurance 
safeguards the credit position of the 
business, constitutes ideal collateral and 
furnishes a direct source of funds dur- 
ing an emergency. In addition to the 
principal owner’s life, other lives worth 
insuring from a business standpoint are 
to offset the loss of their 
skills. as well as any obligations that 


(a) key men 


may be incurred under a deferred com- 
contract, including tax-free 
payments up to $5,000 to the widow 
under 22(b)(1)(B) of the 
Code: (b) employees generally, under 
a retirement or deferred profit-sharing 
plan: and (c) associate owners, under 
a buy-sell agreement. 

Turning to insurance safeguards for 
the sale of the business interest at death, 
Dr. White outlined the familiar func- 


pensation 


Section 


June 1952 


tions and advantages of the purchase 
and sale arrangement. He then showed 
how insurance can be used, where the 
circumstances justify bequeathing the 
business outright, to offset the loss of 
credit standing and experience due to 
the owner’s death, and to balance out 
amounts of property passing to other 
members of the family in situations 
where the business represents a substan- 
tial proportion of the estate. 

Finally, Dr. White demonstrated the 
application of insurance where the busi- 
ness is trusteed, pointing out first the 
conditions under which that method of 
disposition can be successful. 


A AB AO 
Trust Educational Program Put 
on by Dallas Estate Council 


“checks their 
eyes, instead of the expected spots, as 


Dallasites had before 
the result of an educational campaign 
by the Dallas Estate Council. Bannered 
by the slogan “Check Now,” the May 
campaign marked a unique effort to 
stimulate the thinking of the man on the 
street in the matter of estate planning. 
The only “gimmick” which the council 
offered was a consciousness of the need 
for planning and organization of family 
finances. 

The idea behind the campaign can 
be embodied in these questions: Does 
the the - the 
fellow who has accumulated a modest 


average man on streel 


estate—realize the importance of a valid 
will properly drawn? What does he 
know about trust benefits? How many 
of these John Does are the innocent vic- 
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“Check Now” poster in car of Dallas 
Railway & Terminal Co. 


tims of tax misfortunes brought about 
through inadequate planning? 


Funds for the educational campaign 
stemmed from personal contributions of 
the members of the Dallas Estate Coun- 
cil, who include attorneys, insurance 
men, trust officers and accountants, and 
from other interested patrons. Public 
relations counseling was one of the 
campaign expenses. Others included ad- 
vertising space, posters. and television 
time. 

The varied advertising methods em- 
ployed included a half-hour TV program 
with a panel format. Advertising was 
placed in a number of Dallas magazines 
and newspapers, and “car cards” put in 
Dallas streetcars. 


Tellers in Dallas banks wore buttons 
emblazoned 


with “Check Now,” and 


xe 


* 


Prominent in Dallas Estate Council’s “Check Now” campaign are (seated, 1. to r.): Lavon 
Lovinggood, C.P.A., and Mark Meyers, estate counselor; (standing) Arthur H. Drebing, 
rust officer, Mercantile National Bank, and Herbert Holcomb, underwriter. 


Seattle Public Library 
JUN 26 1952 
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handed out leaflets in answer to ques- 
tions provoked by the buttons. Envelope 
inserts were mailed in the monthly 
statements of downtown banks, and of 
several insurance companies. Postage 
meters of banks and insurance com- 
panies carried the Check Now emblem. 


Dallas newspapers printed news 
stories and pictures during the program, 
and several trade magazines which have 
Dallas headquarters published stories 
about “Check Now.” 


Three lectures were presented exclu- 
sively for Dallas women by Mrs. Her- 
bert Emery, based on the book “Wi- 
dows, Wise and Otherwise” by Gladys 


To Serve You 
in Canada 


* 


Our business is that of a trust 
company; we are not engaged in 
banking. 


Incorporated and organized in 
1889, we now have assets aggre- 
gating hundreds of millions of 


dollars under our administration. 


lf you have, or want to acquire, 
any kind of property in Canada, 
we can serve you. Our Managers 
and Trust Officers 


rienced and reliable, and we be- 


are expe- 


lieve our Investment and Real 
Estate Departments have excep- 
tional ability and facilities for 
advising and aiding those who 
wish to participate in the devel- 
opment and expansion of Can- 


ada, 


* 


MONTREAL 
TRUST 
Company 


Head Office: 
511 PLACE D’ARMES, MONTREAL 


Other Offices In — 


HALIFAX TORONTO WINNIPEG 
CALGARY EDMONTON VANCOUVER 
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Denny Shultz. Members of the Dallas 
Estate Council appeared before many 
luncheon clubs, telling of the value of 
estate planning. 


A AA 


FINANCE FORUMS 


(Continued from page 422) 


depend upon how the forum has been 
handled but it would be advisable to 
keep the door open for the future. If 
there is any thought of a second forum, 
as is most desirable, a questionnaire is 
an effective means of obtaining the 
women’s immediate reactions as well as 
information that can be of great value 
in planning the second series. 


Special material. such as brochures 
bearing on the subjects discussed at the 
forum or other pertinent points about 
financial planning, might later be sent 
out from time to time. In an area where 
an effort is being made to acquaint the 
women with the bank’s services, a well- 
planned tour of the bank can be most 
worthwhile. 


It is not unreasonable to remind an 
enthusiastic audience that the bank is 
aware of their problems and in a posi- 
tion to be of assistance. Their interest 
once aroused, the women are most ap- 
preciative of further enlightenment and 
will make good use of helpful informa- 
tion. 

Although women control the greater 
part of the invested wealth of the coun- 
try, until recently little effort has been 
made to inform them how to manage 
their money to the best advantage. Banks 
are ideally suited to provide this im- 
portant type of education and the re- 
sults of such an outstanding public re- 
lations program are greater than money 
can buy. 


A AA 








A. I. B. 


(Continued from page 411) 


experiences of his Trust Department in 
taxation, investment supervision and 
practical administration, through which 
he knows which estate planning ideas 
are workable and which are not. It is 
his function to insist that the plan be 
workable from the administrative stand. 
point as well as palatable to the indi- 
viduals involved, Mr. Bechtel concluded, 

Because of the potential future growth 
of trust departments, which have barely 
scratched the surface of possible cus- 
tomers, and the widening horizons of 
investment latitude for fiduciary funds, 
there are important opportunities ahead 
for young bankers in this line, O. Roy 
Stevenson, assistant trust officer of the 
Fort Worth National Bank, told the 
trust delegates. 

Asserting that there was a dearth of 
trained investment analysts and man- 
agers, particularly in the southwest, Mr. 
Stevenson outlined the scope and grow- 
ing importance of this work in_ the 
rapidly field. Good 
judgment, or plain horse sense, plus ex- 


expanding trust 


perience are the principal requirements 
for success, together with a curiosity to- 
ward the results of research. Mr. Steven- 
son also pointed out the psychic re- 
wards of rendering helpful investment 
service to a wide circle of customers in 
addition to the tangible remuneration 
which, in his opinion, compares favor- 
ably with other banking salaries. 

(The remarks by William J. Cope- 
land, assistant vice president of Peoples 
First National Bank and Trust Co., 
Pittsburgh, were not available at press 
time. ) 

& 2 A 

Miss May F. McCusker, trust admin- 
istrator with IRvING TRUST CO., was re- 
cently elected to the board of governors 
of the New York Chapter, A.I.B., first 
woman to hold this office. 


1894-1952 


aryland Trust Company 


BALTIMORE 3, MARYLAND 


Member Federal Reserve System and Federal Deposit Insurance Corporation 
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A great percentage of these imports were financed by 
Letters of Credit, opened in favor of shippers abroad, or agents 
here. How much of this profitable business did your bank get? 

You may open Import Letters of Credit for your cuss 
tomers through ‘The Hanover Bank, as more and more banks 
are now doing. They appreciate our extra measure of service 


and competitive rates. 


Write for our descriptive folder 


BANKS in ail parts of the nation 
have been Hanover correspondents for 
more than fifty years. A bank is known 
by the correspondents it keeps. 


HANOVER BANK 


Member Federal Deposit Insurance Corporation 








Pension Dilemma 
(Continued from page 414) 


increases for the retired employees. 

These are supposed to be actuarially 
funded systems with the employee bene- 
fits and contributions (each of them is 
“contributory’) protected by suitable 
reserves derived from employer contri- 
butions. Each increase in pensions for 
those already retired will tend to vitiate 
the actuarial structure of the plan un- 
less the employer (ie., the taxpayer in 
two of these plans) appropriates enough 
additional funds to foot the bill, and it 
can come to be a very costly bill. Fur- 
thermore, a precedent of pension in- 
creases set now will be hard not to per- 
petuate later if further inflation occurs. 
It therefore appears that attempts to 
mete out larger pensions for the al- 
ready retired roll from within the struc- 
ture of the particular pension plan it- 
self, may wholly destroy the long-in- 
tended actuarial relationships and the 
employee benefit and contribution equi- 
ties under such plans. 

The extension of Social Security old- 
age and survivors benefits to federal em- 
ployees (and to other public employees) 
has long been urged by most students 





Critical Point in 
Pension Fund 
Operation 


There are few stiffer challenges to 
financial management than the ad- 
ministration of pension fund re- 
sources. Such investments must at all 
costs be kept safe and sufficiently 
liquid to meet oncoming obliga- 
tions. Yet they must also produce a 
satisfactory income, otherwise a 
heavy burden of cost is placed upon 
both the company and the benefi- 
ciaries of the fund. 


Corporation executives responsible 
for the management of effective 
pension fund programs will find 
our experience in handling such 
problems helpful and our close, 
continuing contact with the mar- 
kets of concrete value. 


We invite inquiry from such com- 
panies, and will gladly assist them 
in setting up plans designed to 
assure adequate income without 
unjustified risk of capital resources. 


VAN ALSTYNE, 
NOEL & CO. 


Members New York Stock Exchange 
New York Curb Exchange 


52 Wat Street, New York 5 





of the subject. In the writer’s opinion 
it is a change which is bound to come; 
in fact the present Congress will prob- 
ably receive stronger recommendations 
for amendments on this issue than ever 
before. There is no valid excuse for the 
exclusion of any group from the basic 
national system. Furthermore, these 
public systems (including railroad re- 
tirement) have about reached the limit 
of pension liability that the contributing 
employees and the governmental em- 
ployers (taxpayers) can meet for a spe- 
cial group. In this respect the taxpayer 
is somewhat analogous to the stock- 
holder mentioned earlier. 


Criterion of Adequacy for All Aged 


Most persons over 65 do not have 
a pension. Persons of that age are of 
three types: 

(i) ex-employees who were under Social 
Security long enough to qualify for 
the old-age insurance benefit; 

(ii) ex-employees not able to qualify be- 
cause of insufficient covered employ- 
ment (including many steady work- 
ers, and self-employed, whose jobs 
were artificially beyond the benefi- 
cence of the Act) ; 

(iii) non-employees, such as wives or wi- 
dows whose husbands were excluded, 
the disabled and others who had been 
unemployable. 


The first group enjoys the Social 
Security benefit but the second and 
third groups have nought but the fruits, 
if any, of their own thrift, or the not- 
yet-wholly absent support of children 
and relatives, or—in what should be 
only the serious cases—the support of 


the Old-Age Assistance laws of their 
state. 


Just as potent a question as why 
some employments are excluded from 
Social Security, is why should the gov. 
ernmental increases for inflation under 
the OASI provisions of the Social Se. 
curity Act not carry over to all the aged, 
instead of only to the artificial group 
(and their aged dependents) who, by 
accident of birth date and/or type of 
employment, happened to be compelled 
to make a few insignificant contribu- 
tions under a synthetic federal statute? 
This discriminatory anomaly is brought 
into bolder relief when one considers 
the proposal made to Congress by Fed- 
eral Security Administrator Ewing that 
the artificially determined group of aged 


mentioned above—that is, those here- 
tofore covered by the Act—be granted 


certain hospitalization benefits. paid 
for from the OASI trust fund. Why 
should ex-employees, who contributed 
less than $100 (and there are many) 
and who are now drawing life-time 
benefits because of it, also now come 
in for free hospitalization when the old- 
ster across the street comes in for 
neither benefits nor hospitalization? Re- 
gardless of the merits or demerits of 
the hospitalization proposal, its lines of 
demarcation would be repugnant. 


What Solution? 


The parallel lines of discrimination 
as to increases in Social Security pen- 
sions is clear. 


The dilemma of present and future 
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TRUST SERVICE EXCLUSIVELY 


Detroit Trust Company, with its many years of experience 
in every phase of trust business, is especially qualified 
to serve in any situation requiring a Michigan fiduciary. 


DETROIT TRUST COMPANY 
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Juve 


retired and aged persons—in a demo- 
graphic milieu of more and more old- 
sters—should force enact more 
sensible and more comprehensive Social 
Security laws. A national full coverage 
plan should be basic to what any local- 
ized pension plan could do in supple- 
mentation thereof, without forcing dis- 
tortion or bankruptcy of the latter 

whether public or private employment 
in trying to do the im- 
possible for already retired employees. 


us to 


is involved 


The problem is essentially the inabil- 
ity. or great difficulty, of formal ad- 
whether 
keep- 


ing up with in{lationary tendencies, par- 


vance-funded pension plans 
for public or private employees 


ticularly with respect to the ever-grow- 
ing pension rolls. Pensions based upon 
a “final-average-pay” basis help in this 
regard but even so they tend to fall 
behind the longer the pensioner is on 
the rolls. Investment of pension funds 
in equities is being adopted to a grow- 
ing extent and some potential reflection 
of the investment experience in the ac- 
tual pension is contemplated by certain 
programs; but how successful this sub- 
stitution of an “equity life annuity” for 
a “dollar life annuity” would be may 
only be conjectured. Indeed. at this 
writing, it is not clear whether the Bu- 
reau of Internal Revenue will qualify 
the indefiniteness of the pension amount 
in such a plan under Section 165(a). 
One constructive action toward help- 
ing the inflationary problem to a mod- 
erate degree would be the extension of 
Social Security coverage to all employ- 
ments and to all the aged. On this 


basis periodic modest corrections for 
inflation could be made through the 
Social Security Act with such benefit 
corrections applying to the whole roster 
of the country’s aged population. 


The whole problem would be lessened 
by a national trend towards keeping on 
the job longer. The geriatricians are 
opposed to an unproductive old age for 
those able for even part-time work. The 
unions in the main also oppose a com- 
pulsory retirement age; perhaps cir- 
cumstances make it more feasible to re- 
tain hourly employees to later ages than 
to keep the salaried force. Economists 
point to the loss of productivity if age 
65 becomes the time to quit.* Actually. 
we do not stop work at 65, with or 
without pension or Social Security. Few 
pension plans have an absolutely com- 
pulsory retirement age in spite of much 
over-emphasized publicity to the con- 
trary. Also, the effective ages for the 
commencement of the Primary Insur- 
ance Amount of the Social Security Act 

which requires substantial cessation 
have been run- 
ning considerably than 65, the 
average being 68! during the last few 
years, for instance. If pension amounts 


of covered employment 
older 


are turning out to be inadequate, in- 
centive for continuing on the job is 
provided. In fact, since late retirement 
reduces the costs of a pension system, 
a sustained deferment of the commence- 
ment of the pension might enable the 
plans to increase the pensions to be 


agement Policy.’’ Harvard Business Review, May 


1951, pp. 75-76. 


IOWA'S LARGEST BANK 


Qualified by 82 years 
of experience to act in 
every recognized trust 
and corporate fiduci- 


ary capacity. 
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provided when actual retirement does 
occur. 


There are two other solutions to the 
pension roll dilemma to which this arti- 
cle has given little emphasis. They are 
obvious solutions but have we the will 
power and fortitude to use them? They 
are, first, the continued desiderata of 
individual thrift programs to form a 
person’s basic old age security, with 
augmentation from Social Security and 
an employer pension plan where appli- 
cable and, secondly, the adoption of a 
politico-economic national policy for 
minimizing inflationary tendencies 
which can so easily undermine—as they 
already have to a considerable degree— 
all forms of provision for old age se- 
curity. 


A A A 


Insured Pension Plans Now 
Cover 3 Million 


More than 3,250,000 workers are now 
covered by the 12.260 insured pension 
plans in force in the United States as 
shown in a survey made by the Institute 
of Life Insurance. Eventual retirement 
income to be provided by these plans 
is at least $1,125,000,000 annually. 
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Tax Drafting 


(Continued from page 419) 


drawn that the Trustee is compelled to 
keep in the marital trust other property 
which is not productive, or which he 
cannot make productive within a reason- 
able time, the trust might not qualify 
for the deduction. 

But unproductive property may be 
placed in the marital trust if the Trustee 
is given power to convert it, or if state 
law requires him to do so. Moreover, 
if there is a direction requiring unpro- 
ductive property to be placed in the 
marital trust, the effect thereof may be 
overcome if the Trustee is also directed 
to pay to the wife, out of other assets 
held by him, sums equivalent to what 
the income from the unproductive prop- 
erty might have been."* 


Power of Appointment Requirement 


The third requirement for qualifying 
a marital deduction trust whereunder 
income is to be distributed annually is 
the granting of a general power of ap- 
pointment to the wife, exercisable dur- 
ing lifetime, at death, or both, by the 
wife “alone and in all events.” 


14Reg. 105, sec. 81.47a(c). See also Trachtman, 
op. cit., note 12, supra, p. 129. 
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The instrument granting the power 
may impose formal limitations upon the 
exercise thereof.’° But other types of 
restrictions will prevent the application 
of the marital deduction. Thus, it has 
been suggested that it is proper to re- 
quire the exercise of the power expressly 
and exclusively by will.'® Then, if the 
power is not so exercised, it would be 
assumed that the wife did not intend 
to exercise it.1’ However, an agreement 
not to exercise the power will preclude 
the marital deduction. If the wife re- 
nounces the power of appointment in a 
will executed by her simultaneously 
with of her husband’s 
will, such act cannot be construed to 


the execution 


be an agreement not to exercise the 
power. The wife may change her will 
at any time and exercise the power in 
any way she desires.'® 
In any event, where the husband’s 
will contains valid formal requirements 
for the exercise of the power in order 
to prevent an inadvertent and perhaps 
erroneous exercise thereof, the failure 
to observe the formalities will result in 
the non-exercise of the power. This is 
particularly important in those states 
wherein a residual bequest is construed 
to include the exercise of a power of 
appointment unless renounced.!® 
An example of a clause granting a 
power of appointment and setting forth 
formal restrictions is as follows: 
Upon the death of my wife, the corpus 
remaining in the Marital Trust shall be 
paid over, conveyed, and distributed, free 
of trust, in such manner and in such por- 
tions and amounts as my wife shall, at 
her death, in her Last Will and Testament, 
or by deed, appoint. The power of ap- 
pointment hereby conferred upon her shall 
be exercisable by her exclusively and in 


| 





5Reg. 105, sec. 81.47a(c). 

Shattuck, An Estate Planner’s Handbook, p. 
493. Boston: Little, Brown & Co. (1948). 

17N. Y. U. 8th Ann. Inst., p. 298. 

18The possibilities of a contrary position have 
been referred to but not accepted by Trachtman, 
op. cit., note 12, supra, p. 134. 


19N. Y. U. 7th Ann. Inst., p. 686. 


all events. Any such appointment by deed 
shall become effective only upon the de- 
livery of such deed to the Trustee here- 
under, provided that my wife shall at all 
times during her lifetime have the right 
to revoke, withdraw, modify or amend 
such deed. Any such deed shall be ac- 
knowledged like a recordable conveyance 
of real estate. If my wife shall exercise 
said power by will, then such will shall 
expressly refer to this instrument and to 
the power herein granted to her. The ex- 
ercise of the power herein granted is con- 
ditioned upon the observance of the fore- 
going requirements, but in all other re- 
spects said power shall be exercisable by 
her exclusively and in all events.*9 
Formal restrictions may not be such 
as will prevent a general power, re- 
quired for the marital deduction, from 
coming into being at the moment of 
the death of the grantor. Thus, if the 
existence or exercise of the power may 
be delayed or prevented by so-called 
survival and common disaster clauses, 
the marital deduction may be lost.*! 
The granting of a special as well as 
a general power of appointment will 
not defeat the marital deduction; e.g. 
a special power whereunder a wife is 
permitted, during her lifetime, to ap- 
point to the children,** with a general 
power exercisable at death. 


Much of the 


foregoing discussion 


-with respect to the marital deduction 


under the estate tax law also applies to 
inter vivos trusts designed to qualify 
for the marital deduction under the 
gift tax laws. However, it should be 
noted that the formula clause for ob- 
taining the 
probably not be practical with respect 


marital deduction would 


to inter vivos trusts under many cir- 
cumstances, and the marital deduction 
under the gift tax law would not be 
available to a revocable trust. 


(To be concluded next month.) 


20See also, Edmonds, op. cit., 
440. 

“Wills, “Marital Regulations Interpreted,’’ 88 
TRUSTS AND ESTATES 485 (1949). 


22N. Y. U. 7th Ann. Inst., p. 686; N. Y. U. 8th 
Ann. Inst., p. 297. 


note 13, supra, p. 
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“Progressive” Underwriting 


Three estate planning ideas—charac- 
terized by the speaker as “progressive” 
rather than advanced underwriting— 
were explored by Joseph D. Herring, 
consultant on that subject at the home 
office of New York Life Insurance Co., 
at a recent meeting of the Milwaukee 
Life Insurance and Trust Council. The 
first suggestion was the “three-genera- 
tion” insurance plan, whereunder a 
grandfather, in a sizeable estate tax 
bracket and too old for additional in- 
surance, insures the life of his son. pays 
the premiums thereon and makes the 
grandson the owner and_ beneficiary. 
Under this plan, said Mr. Herring, the 
grandfather decreases his estate tax (the 
value of the insurance is not includible 
in his estate since he possesses no inci- 
dents of ownership, and the payment of 
premiums is immaterial because he is 
not the insured); the premiums qualify 
for the gift tax exemption; and the pro- 
ceeds on the son’s death are not taxable 
in his estate since he neither owned the 
policy nor paid the premiums. 

The second plan discussed by Mr. 
Herring would have the wife apply for 
insurance on the life of her husband: 
and insurance when issued would be as- 
signed to a trustee under the terms of 
an irrevocable living trust made by the 
wife. Their children would be the desig- 
nated beneficiaries. The wife would also 
assign to the trustee some of her se- 
curities, the income from which would 
be used to pay premiums on the policy 
on her husband’s life. under provisions 
set out in the trust agreement. This ar- 
rangement (1) cuts down the wife’s tax- 
able income for income tax purposes 
since the trust income that goes for 
taxable in the 
hands of the trustee. not to her: (2) 


premium payments is 
enables her to claim available gift tax 
exemptions; (3) keeps the proceeds 
free of estate taxes at the time of her 
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husband’s death; (4) 
save a considerable amount in the gen- 
eral estate of the husband. As to (4), 
the trust could provide that securities 
be purchased by the trustee from the 
estate of the insured at fair prices. This 
would put cash in the husband’s estate 
without sacrifice due to market prices 
or conditions. It would put into the 
trust securities that the husband thought 
well enough of to acquire during his 
lifetime. Funds for such purchase by the 
trustee would come from the life insur- 
ance proceeds. 


The third proposal outlined by the 
speaker was the conversion of sole pro- 
prietorships into partnerships for in- 
come tax purposes. as made possible 
under the Revenue Act of 1951. By a 
father’s taking a son into partnership. 
Mr. Herring explained, the family would 
save income tax. the parent could dis- 
pose of assets within the gift tax con- 
siderations, and there would be less like- 
lihood of the business being sold at the 
father’s death. In addition to furnishing 
opportunities for life insurance, this ar- 
rangement creates the need for legal 
services in the drafting of new articles 
of partnership, and facilitates the ad- 
ministration of the partner’s estate by 
the corporate executor. 


A A A 
New Booklet on Estate Planning 


A twenty-one page study covering es- 
tate planning and administration, titled 
“Tt Takes More Than Good Intentions,” 
is being distributed by the United States 
Trust Co. of New York. The booklet 
enumerates 40 of the most important 
duties of an executor: points out diff- 
culties and dangers that arise, in estate 
planning. from misunderstanding or 
dependence on individual judgment: 


and suggests ways in which capital may 
be conserved and distributed in accord- 
ance with the wishes of the testator. 






































indirectly may 








The brochure emphasizes the vital 
importance of the role of the family 
attorney in drawing a will; the necessity 
for periodic review of a will; the neces- 
sity for selection of a competent execu- 
tor. Six common misconceptions as to 
the appointment and duties of an execu- 
tor, accompanied by the contrasting 
facts, are outlined. A chart graphically 
illustrates the flow of estate assets 
through the hands of the executor— 
trustee, and their ultimate disposition 
in accordance with the long-term plan 
set forth in the will. 

The booklet is available, without cost. 
from the United States Trust Co. 


A A A 


Estate Plans for Education 


The 1952 edition of the booklet “Estate 
Planning and Education,” published by 
Pomona College, shows what careful 
estate planning can do towards the pre- 
sentation of an estate and explains how 
testamentary gifts to education can re- 
duce or eliminate the different taxes. 
It also includes many tax tables with 
work examples as well as sample legal 
forms for the making of a gift by will. 

A copy may be obtained by writing to 
the Public Relations Office, Pomona Col- 
lege, Sumner Hall, Claremont, Cal. 








“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 


agement and conservation of 
property by corporations and 
Write for “Why 
Delaware?” our new booklet sum- 


non-residents. 


marizing these benefits. 


WILMINGTON 
Trust Company 


Wilmington, Delawore 





. - $ 20,854,272 
. - $232,216,921 


Capital Funds . 
Total Assets. . 













































































































































































MORE TRUST BUSINESS IN: 1991 


Part 4 


DELAWARE 


EguitaBLeE Trust Co., Wilmington: 


New records were established in trust 
earnings ($452,665 for year ended April 30, 
1952, as against $438,887 the year before. 
These figures represent nearly 25% of total 
company earnings.) , , , Estate planning is 
done without charge . . . Within the staff of 
the Trust Department, the staff of tomorrow 
is now building. It is of great importance to 
us — and to our customers — that the 
Equitable Trust Company of 10, 20 or 30 
years from now may be relied upon for .. . 
service of the highest standards. 


OHIO 
First NATIONAL BANK, Cincinnati: 


An aspect of the Trust Division’s work 
which has been receiving an increasing amount 
of attention is the relatively new field of 
pension planning. A number of corporations 
have designated the Bank as trustee of their 
pension plans . . . our officers during the year 
have held conferences with corporate cus- 
tomers, their atorneys, pension consultants and 
insurance advisors. 


Firth Tuirp Union Trust Co., Cincinnati: 


With ownership support our Trust Depart- 
ment should grow very rapidly . . . $4,216,290 
of Trust Money (is) on deposit in the 
Banking Department in 1951 ($3,934,894 in 
1950). 


OKLAHOMA 


Liserty NATIONAL Bank & Trust Co., 
Oklahoma City: 


The Trust Department is continuing to show 
satisfactory advancement. 


PENNSYLVANIA 


Provivent Trust Co., Philadelphia: 


Gross commissions and fees of this im- 
portant department were $1,705,787 in 1951 
(compared with $1,604,776 in 1950). Net 
earnings of the department were better than 
in many years but still modest in relation to 
the volume handled and responsibilities as- 
sumed. Although expenses were higher, ex- 
tensive use of the most advanced mechanical 
equipment has both increased operating ef- 
ficiency and improved service to customers 
‘ new appointments of the Company in 
1951 to act as executor and trustee under 
wills to become operative in the future were 
greater than in any previous year . . . The 
Common Trust Funds . . . have proven a most 
effective investment medium for moderate- 
sized and small trusts. Our Discretionary and 
Legal Common Trust Funds continued their 
growth during 1951 and at the year-end had 
combined assets in excess of $54,700,000. 


1951 1950 Increase 


Trust Fees . $1,705,787 $1,604,776 $101,011 


456 


(CONCLUDED ) 


eee 


(MRE O(N) 


es BL 


Rea Estate Trust Co., Philadelphia: 


We were able to show a substantial increase 
in Trust commissions, mainly through the 
renegotiation of commissions set at the time 
estates originated with us, many years ago. 
We cannot, however, anticipate that such 
large amounts will be recurring in future 
years. We shall continue our efforts to reset 
all fees to be in line with present day high 
operating costs and commensurate with the 
services which must be rendered. We are very 
appreciative of the cooperation of our trust 
clients for their fairness to increases. 

Our Discretionary Common Trust Fund has 
completed its fifth year of operations. The 
comparative figures for the past five years 
are as follows: 

Market 


Book Value Value 


Nov. 30, 1951 $2,052,220.76 $2,129,737.56 
Nov. 30, 1950 1,587,199.78 1,668,827.18 
Nov. 30, 1949 1,288,433.51 — 1,297,302.01 
Nov. 30, 1948 1,196,399.62  1,145,198.54 
Nov. 28, 1947 841,806.90 827,403.31 


1951 1950 
Trust Department Fees 
and Commissions 


.......$291,362 $167,301 





Source and Distribution of Income Shown in Report of Republic National Bank of Dallas 


TRADESMENS Nationat Baxk & Trust Co.. 
Philadelphia: 


The Trust Department recorded a further 
increase in assets during 1951 and prospects 
for further growth in the future appear ex- 
cellent . . . The Discretionary Common Trust 
Fund continued its growth to the advantage 
of an increasing number of participants . . . 
Conversely, the Legal Investment 
Trust Fund remained relatively constant in 
size as a result of the trend in recent years 


Common 


away from restricting newly-created trusts 
to so-called “Legal Investments” . . . In- 


creased interest has been manifested during 
the past year in profit-sharing pension plans. 
We have 


administering many such trusts. 


assisted in establishing and are 


CoLoniaL Trust Co., Pittsburgh: 


It is a pleasure to note the rapid growth in 
the business of our Trust Department, which 
has again enjoyed a profitable year. Not only 
business, but its 


the increased volume of 


character and diversification are pleasing . . . 
195] 1950 
Total Trust Funds — $62,402,410 $46,681,569 
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Fwevity Trust Co., Pittsburgh: 


For the year 1951 your company has shown 
an increase in trust funds, deposits and net 


earnings. As of December 31, 1951, trust 
funds were $292,400,610.82 and deposits 
$54,919,141.33. Net earnings for the year, 


after all charges, were $868,552.95, or $8.68 
per share, compared with net earnings for 
1950 of $862,353.00, or $8.62 per share (par 
$25.00). Your company has been in existence 


over sixty-five years and, while maintaining 


a banking department, has been engaged 


principally in the trust business. 


MELLON NATIONAL Bank & Trust Co., 
Pittsburgh: 


The Personal Trust Department continued to 
experience a very substantial increase in the 
volume of its trust assets, and in the amount 
of funds under its supervision in the form of 
agencies. As in previous years, the growth 
was largely in those accounts which involve 
a high degree of investment supervision . . . 
The Corporate Trust Department has also 
increased its activities materially during the 
past year. A notable feature of the expansion 
has been the acquisition of important trustee- 
ships from sections of the country 
from the Pittsburgh area. 


remote 


Peoptes First NATIONAL Bank & Trust Co., 
Pittsburgh: 


Trust Funds under administration total 
$189,147,181 at the end of the year, an in- 
crease of $20,140,361 over 1950 . . . Moderate 
sized estates find our Common Trust Fund an 
excellent investment medium, providing divers- 
fication of investment, stability of principal 
and satisfactory income. 











Union Nationa Bank, Pittsburgh: 


During the year the activity of our Trust 
Department increased to such an extent that 
we found it necessary to elect five additional 
Assistant Trust Officers . . . At the close of 
the year our total trust funds amounted to 
$126,968,884 . . . The Corporate Trust De- 
partment continues to evidence a satisfactory 
growth. 


Berks County Trust Co., Reading: 


The gross earnings of the Trust Department 
amounted to $184,781. 

During 1951, we terminated and distributed 
the assets of 159 trust accounts for a total 
principal sum of $2,179,189.38, compared with 
181 accounts for a total of $1,792,726.31 last 
year. To offset this maturing of trust estates, 
there were obtained 136 new trust accounts 
for a total of $2,915,968.62, compared to last 
years report of 190 new accounts for an 
initial value of $3,001,447.53. 

Book value of individual trusts was $39,- 
252,792.84 on December 31, 1951. Corporate 
trusts in the sum of $5,569,616.33 were out- 
standing. 


SCRANTON LACKAWANNA Trust Co., Scranton: 


Through the years since April 4, 1927 
(date of merger that formed Scranton Lacka- 
wanna) the company has done a consider- 
able volume of business. For instance, it has 
served as Executor, Co-Executor or Admin- 
istrator for 1066 estates, the total principal 
assets of which were appraised at $58,766,173. 
During the same period (the) company has 
collected $71,226,465 of trust income, most of 
which has been disbursed. In 1927, when your 


company was originated, the book value of 
trust assets was $29,462,493 compared to 
$51,908,410 as of December 31, 1951... In 
November (1951) we sponsored a finance 
forum for women which was well received. 
Over three hundred attended . .. As of 
December 31, 1951 the book value of trust 
assets was: 


Cash in Banks:. _. $ 1,639,492 


Government Bonds 7,298,139 
Municipal and Corporate Bonds 6,039,312 
Preferred Stocks 6,524,511 
Common Stocks 17,123,451 
Real Estate 6,359,860 
Common Legal Fund 2,340,609 
Common Statutory Fund “A” 2,723,084 
Miscellaneous 1,859,950 


The actual value of trust assets is consider- 
ably greater than the book value through the 
market appreciation of investments, particu- 
larly of the common stocks. With the constant 
collection and disbursement of income and 
the payment of taxes and other expense, cash 
balances always remain high. Changes in the 
bond and stock investments depend upon mar- 
ket and business conditions, the requirements 
of the individual accounts and the necessity 
of making distribution. We hold 162 pieces 
of real estate but the value of' the George 
F. Geisinger Memorial Hospital and the John- 
son School makes up 56.5% of the reported 
value . . . The Common Legal Fund has 465 
participants and the Common Statutory Fund 
“A” has 172 participants. .. . 

Compensation for Trust Services — $287,156 
compared to $269,356 in 1950. 


WeEsTERN NATIONAL Bank, York: 


Individual Trust Funds $12,091,407. 
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York Trust Co., York: 


Total Trust Funds $13,583,849 ($12,372,390 
in 1950). 


Ruope IsLanD 


Ruope Istanp Hospirat Trust Co., 
Providence: 


As has been the case for the past few 
years, our Trust Department has shown growth 
in all divisions. Our Personal Agency Division 
showed a particularly gratifying increase in 
activity ... (and) . we look for an even 
greater growth than heretofore. Our Estate 
and Trust Divisions show satisfactory increases. 
Our potential appointments increase in num- 
ber . . . Our Corporate Trust Division con- 
tinues to progress One of the major 
problems of our Personal Trust Division is the 
management of small trusts which are becom- 
ing more and more prevalent . . . Our second 
Woman’s Finance Forum conducted in March 
was again an outstanding success ... 


SoutH CAROLINA 


SoutH CaroLina NATIONAL BANK, 
Charleston: 


The Trust Department had a satisfactory 
year. The assets of this department increased 
materially during the year and an encouraging 
amount of new business was obtained .. . 
Citizens & SOUTHERN NATIONAL BANK OF 

SoutH Caro.ina, Charleston: 
1950 1951 


Fees for Trust Services $84,423 $97,357 


TENNESSEE 
First AMERICAN NATIONAL BANK, Nashville: 


Our Trust Department continues to show a 
fine growth. 


Tuirp NATIONAL Bank, Nashville: 
The number of estates being handled by 


the Trust Department and the volume of 
assets being administered continues at a 


record high level . . . Both new business and 
earnings reached new peaks in 1951, and to 
handle a growing volume the Trust Depart- 








Lawyers Trust Room at Texas Bank & Trust Co., Dallas 








ment has added further to its specialized and 
experienced personnel. 


TEXAS 
First NATIONAL Bank, Dallas: 


Record increase in Trust Accounts 
Increasing demands for the services of the 
Bank’s Trust Department are reflected in the 
accelerating growth during the year in trust 
accounts, both in number and valuation. 


MERCANTILE NATIONAL Bank, Dallas: 


This Department's total assets showed an 
increase for the year of 16.6%. 
Repusiic NATIONAL Bank, Dallas: 


The number of Trusts being serviced, both 
corporate and personal, increased materially 
during the year. A Common Trust Fund was 
established on December 1, 1951. 


Texas Bank & Trust Co., Dallas: 


During 1951 the Trust Department enjoyed 
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LARGEST FINANCIAL 
INSTITUTION IN THE 


NATION’S CAPITAL 


Member Federal Reserve System 


successful both in increased 
.. The rapid growth 
of this Southwest area challenges the best- 
trained bank trust officers, attorneys and in- 
surance officials to accept the full responsi- 
bility of properly programming Trust Estates, 


a very year, 


volume and in earnings . 


Fort Wortu NATtIonAL Bank, Fort Worth: 


Activities of our Trust Department in- 
creased during the past year with the ac- 
ceptance of a number of new appointments. 
Also a substantial number of wills . . . filed 
with the department The value of per- 
sonal trust assets increased 9.75 per cent over 
1950, and the department’s gross earnings in- 
creased 16.25% for the same _ period 
Growth in personal trust assets has been ap- 
proximately the same as the growth in gross 
earnings over the past 10 years. The average 
annual increase in gross earnings since 1942 
has been 17.79 per cent, and the average 
annual increase in personal trust assets for 
the same period has been 16.89 per cent. . 
the following table shows that many relatively 
small funds are being managed: 


Size of Personal Trust Accounts 


Per cent 
Potal Per cent 
Number — Total 
Accounts Assets 
Under $25,000 51% 5% 
From $25,000 to $50,000 14 6 
From $50.000 to $100.000 17 15 
From $100,000 to $250,000 9 18 
Over $250,000 9 56 
100% 100% 
Our Common Trust Fund's usefulness is 


evidenced by the fact that 82 per cent of our 
personal trust accounts, representing only 26 
per cent of asset values, are under $100,000 
in size. Our Common Trust Fund completed 
its fourth fiscal year on November 30. 


First NATIONAL BANK, Houston: 
Our Trust continued its 


record of growth and expansion. Its earnings 


Department has 


for the, year, both net and gross, reached an 


all-time high. 


Seconp NatTIONAL BANK, Houston: 


The Trust 


Department has concluded its 
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most successful year’s operation. It is par- 
ticularly gratified with the increased volume 
of business growing out of pension and profit- 
sharing plans. 


Frost NationaL BANK, San Antonio: 


New business in this department reached a 
new high in 1951... We are well pleased with 
the operation of our first Common Trust Fund 
. at the close of its first fiscal period 
October 31, 1951, $700,235 . Total assets 
of the Trust Department increased from 
$12,963,694 at the beginning of the year to 
$15,920,078 on December 31, 1951. 


VIRGINIA 


PeorpLes NATIONAL Bank, Charlottesville: 


The Trust Department has continued to 
grow both in number of fiduciary accounts 
held, indeed the 
growth in 1951 has been larger in percentage 


and in amount of assets 


as well as in the value of assets held than in 
any former year. On- December 3lst, 1951] 
the Bank in various fiduciary capacities held 
an aggregate book value of = assets of 
21,672,842; the market value, owing to in- 
substantially 
larger than the book value. The growth has 
been general in the various different capac- 
ities. 


crease in value of stocks, is 


LyncuspurG NationaL Bank & Trust Co.. 
Lynchburg: 


This Department has shown a steady growth 
and under the present able management we 
contemplate it will become more and more 
profitable in future years. During the past 
year we opened 41 new accounts in the Trust 
Department totaling $1,617,948 .. . 


NATIONAL BANK OF Commerce, Norfolk: 


lhis Department continues to grow al a 
very pleasing rate. During the past year new 
wills were drawn, naming the Bank executor 
of estates estimated to have a worth in excess 
of $17,000,000. In addition, the current busi- 
ness of the Department continued to grow 
through the establishment of living and other 
trusts and we are now administering more 
accounts of greater total value than at any 
time in our history ... In October and Novem- 
ber the Trust Department held a Women’s 
Finance Forum . . . New business directly 
traceable to the Forum has been substantial 
...+ Our Common Trust Fund has completed 
its fourth fiscal year of growth and successful 
operation, It now has 183 participating ac- 
counts in a fund in excess of $3,700,000. This 
plan has proven most satisfactory 


First & Mercuants Nationa Bank. 
Richmond: 


The steady growth of the Discretionary 
Common Trust Fund, which began to operate 
on May 1, 1949, bears evidence of its in- 
creasing usefulness to our customers. As of 
the last valuation date there were 158 separ- 
ate trust accounts participating in this Fund 
Which totals $3,354,754 and which is invested 
39.04% in bonds, mortgages and cash; 20.69% 
in preferred stocks (27 different issues) and 
40.27% in commond stocks (54 different. is- 
sues) .. . The trust business offers opportun- 
ities for future growth as the 
American public becomes more conscious of 


tremendous 


its great value to them as individuals and of 
its reasonable cost. 
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Srate-PLANTERS BANK & Trust Co., 
Richmond: 


This year has proven one of our best. More 
new wills and future trusts have been placed 
with us than in any former year, and qualifi- 
cations, accounts accepted and earnings have 
been most satisfactory . . . with continued 
growth over the past years. 


CoLONIAL-AMERICAN NATIONAL BANK, 
Roanoke: 


Our Trust Department is handling a sub- 
stantially larger volume of business and the 
facilities and services of the department are 
being increased. 


First NationaL Excuance Bank, Roanoke: 


Who are the beneficiaries under most in- 
surance policies? Who are the principal leg- 
atees in wills? Who are the owners of one- 
third of the outstanding shares of stock in 
this bank? The answer to each one of these 
questions is: women and in most cases, 
wives. With that fact in mind our Trust De- 
partment conducted during the past year two 
Trust Forums; one exclusively for women, 
and one for women and men. There is no 
doubt in our minds that this was one of the 
best investments of time, money and effort 
that we have ever made in the field of public 
relations. We expect to carry forward the 
second phase of this forum program next 
year .. . The cooperation of the Commercial 
Officers with the Trust Officers has been sig- 
nificant in bringing the importance of wills 
and trusts to the attention of our customers 
. . . The Common Trust Fund was initiated 
on November 1, 1949, when thirty-nine trusts 
administered by the bank made investments 
in the Fund totaling $419,580. At the close 
of this fiscal year, with one hundred and 
sixteen trusts participating, the Fund has a 
market value of $1,163,326. Although the 
Fund has grown substantially in size, it con- 
tinues to fulfill its original purpose — that 
of serving the smaller trust. This is demon- 
strated by the fact that 70% of the partici- 
pating trusts now have investments of less 
than $10,000, their average investment being 


less than $3,500 . .. We feel that the operat- 
ing results to date have been highly satisfac- 
tory and that the Fund has afforded us an 
opportunity to better serve our trust bene- 
ficiaries, 


WASHINGTON 


NATIONAL BANK OF COMMERCE, Seattle: 


The Trust Department continued its record 
of progress during 1951. Many new trust 
accounts were opened during the year. The 
amount of trust commissions received set a 
new record, and the total of trust assets held 
at the year end was by far the largest for 
any year in the bank’s history . . . a record 
number of wills and life insurance trust 
agreements under which the bank has been 
named to act as executor or trustee was filed 
with the bank during the year. The Diversi- 
fied Trust Fund established by the Trust 
Department in 1947 has proved a most ac- 
ceptable medium for the investment of funds, 
especially for the smaller trust accounts. The 
fourth annual report of October 31st, 1951, 
showed the value of assets held for trusts 
participating in the fund for that date to be 
in the amount of $6,214,872 as compared with 
$5,026,317 for the previous year. 


Paciric NATIONAL BANK, Seattle: 


The gross earnings maintained their long 
upward trend . . . With the wider range of 
services being performed and the addition of 
new accounts on our books, the value of 
trust assets under our administration has 
reached a new peak. There have been filed 
with us during the past year more than sixty 
new wills under which we have been appointed 

. . for estates aggregating very substantial 
values. We emphasize however that a large 
portion of our trust business is in estates of 
moderate values. 


SEATTLE First NATIONAL BANK, Seattle: 


The year just concluded marked another 
gratifying increase in the volume of business 
handled by the five divisions of this depart- 
ment. During the year our Trust Department 


ACROSS CANADA 


FROM 


WITH OFFICES READY TO SERVE YOU AT— 


We invite appointments as 


Agent to Executors of Estates 


with assets requiring administra- 
tion or transmission in Canada. 


Assets under Administration exceed 
$1,000,000,000 


COAST TO COAST 


ST. JOHN'S, NFLD. 
HALIFAX, N.S. 
SAINT JOHN, N.B. 
QUEBEC, QUE. 
MONTREAL, QUE. 
OTTAWA, ONT. 
TORONTO, ONT. 
LONDON, ONT. 
HAMILTON, ONT. 
WINNIPEG, MAN. 
CALGARY, ALTA. 
EDMONTON, ALTA. 
VANCOUVER, B.C. 
VICTORIA, B.C. 


THE 


ROYAL 
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COMPANY 
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announced the establishment of an Investment 
Fund for Trusts . . . Another significant devel- 
opment has been the acceleration of interest 
in pension, profit-sharing and other employee 
benefit types of trust accounts . .. and the 
number of appointments and inquiries received 
are indicative of considerable expansion in 


this field. 
SEATTLE Trust & Savincs BAnk, Seattle: 


In 1951 the Trust Department, under the 
management of Henry H. Judson, Trust Officer 
and Vice President, enjoyed increased busi- 
ness and, again, the largest earnings so far 
in the history of the bank. The number of 
trusts and the value of properties under ad- 
ministration was larger than in the previous 
year. Trust work, as always, continues to be 
one of our important actitvities and a princi- 
pal part of the business of this bank. Ours 














First Choice for 
Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line”’ 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “line” 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 


We suggest consideration of our 
Company for ancillary service 
in Missouri or where recommen- 
dations are to be made to people 
moving from other states to 
Missouri. 


“Trust Service Exclusively’ 


ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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is the first trust business chartered in the 
State of Washington. 


WISCONSIN 
First NATIONAL BANK, Madison: 


As of December 31, 1950, our total trust 
funds on the basis of book value was 
$32,978,000. As of December 31, 1951, the 
total was $36,561,000. 


MarinE NationAL EXCHANGE BANK, 
Milwaukee: 

The Trust Department has continued its 
growth and an appraisal of assets under its 
control indicates that our totals now exceed 
$100,000,000. Although figures are not avail- 
able, we are advised by competent authority 
that this puts us in the top one hundred banks 
and trust companies in the country ... In 
1940 the Department was purely on a min- 
imum service basis and assets under its control 
were in the neighborhood of $3,000,000. This 
growth is indeed a tribute to Mr. Moore and 
the other members of the Department staff . . . 
In the field of Pension and Profit-Sharing 
Trusts, an outstanding job has been 
and a large number of accounts is 
handled... 


done 
being 


MarsHaLt & Itstey Bank, Milwaukee: 


The growth of our personal and corporate 
trust business continued through the year . . . 
We have found an increasing desire frem 
persons of modest means to benefit by our 
services in the administration of their estates 
and many persons are taking advantage of 
our trust services to relieve themselves of 
estate management problems during their life- 
time . . . During the year a “Discretionary 
Common Trust Fund” was established. 


BERMUDA 
BANK OF Bermupa, Ltp.: 
Trust Department Income £21,273. 
CANADA 
GUARANTY Trust Co., Toronto, Ontario: 


. .. The first year of (our) second quarter 





CITIZENS 
FIDELITY 


BANK & TRUST CO. 






LOUISVIELLE 


in Kentucky 


you'll find unexcelled fiduciary service . . . for 
individuals, estates, or corporations 


Kentucky’s largest trust company! 


Since 1858... Kentucky's Leading Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
MEMBER FEDERAL RESERVE SYSTEM 


century has been one of considerable progress 
... Your Company was honoured for the third 
successive year by receiving the highest merit 
award citation issued by the Financial World 
in recognition of the excellence . . . of its 


annual report to shareholders . . . New ap. 
pointments as executor and trustee under wills 
substantially increased during 1951 .. . J 


wish to commend to our shareholders and pub. 
lic our recently organized Investment Ad. 
visory and Custodian Department . . . Estates, 
Trusts and Agency Accounts at the end of 
1951 was $49,240,011, as compared with 
$44,856,014 in 1950. 


SHERBROOKE Trust Co., Sherbrooke, Quebec: 
The seventy-seventh Annual Statement. re- 
cords a satisfactory year... 


was higher than in 1950 but increased operat- 
ing expenses reduced net profits slightly. 


Gross revenue 


Estates, Trusts and Agencies on Dec. 31, 
1951 were $8,883,450. 


A A A 


Banks Win Management 
Awards 


Certificates of Management Excel- 
lence have been awarded to three banks 

American Trust Co., New York: Cen- 
tral Trust Co.. Rochester. and Wachovia 
Bank & Trust Co., Winston-Salem—by 
the American Institute of Management, 
a non-profit foundation devoted to the 
study and improvement of corporate 
organization. 

The 
ments in ten fields 
corporate structure, health of earnings 
growth, fairness to stockholders. re- 


awards are based on _ achieve- 


economic function, 


search and development, directorate 
analysis, fiscal policies, production efkh- 
ciency. sales vigor and executive evalu- 


ation. 
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TRUST PERSONNEL CHANGES 


ARIZONA & COLORADO 


Denver—CENTRAL BANK & TrRusT Co. 
elected E. Martin Larsen vice president 
and trust officer to head the expanded 
trust department. Mr. Larsen recently 
resigned as trust officer of First Na- 
TIONAL BANK OF ARIZONA in Phoenix. 
Previously he was trust officer of Granite 
Trust Co., Quincy, Mass., and Bankers 
Trust Co. of New York. He organized 
and was the first president of the Ari- 
zona Estate Planning Council. 

CONNECTICUT 

Hartford — HARTFORD-CONNECTICUT 
Trust Co. elected William S. Grainger 
an assistant vice president. Mr. Grainger 
has been assistant secretary in charge 
of the operations division of the trust de- 
partment, and with the company since 
1932. 


DELAWARE 


Wilmington — EQUITABLE TRUST Co. 
elected as directors George A. Elliott, 
Jr., and Rodman Ward, both vice presi- 
dents. Mr. Elliott is in charge of bank 
and trust investment securities; Mr. 
Ward in charge of the trust department. 

Promoted were: George E. Dutton, F. 
Perry Foster and Woodrow W. Hughes, 
to trust officers; and Miss Vera M. 
Howett and J. Preston McCarthy to 
assistants to the trust officer. 


FLORIDA 


Ft. Lauderdale—At BROWARD NATION- 
AL BANK, Howard W. Kitchell has been 
elected trust officer, and Warren F. Fos- 
ter, Jr., assistant trust officer. Mr. 
Kitchell served many years as an officer 
in the trust department of Continental 
Illinois National Bank & Trust Co. of 
Chicago, from which he retired last 
December 31st. He is a graduate of Web- 
ster College of Law (now Chicago-Kent 
College of Law). Mr. Foster, a graduate 
of the University of Cincinnati and the 
Law School of that University, is a 
veteran of World War II and had a 
background of business experience before 
locating in Fort Lauderdale. 


ILLINOIS 


Chicago—AMERICAN NATIONAL BANK 
& Trust Co. (see St. Louis, Mo.) 


TRUSTMAN WANTED 


Trust Department 
Chicago Suburban Bank 


seeks man with legal or accounting 
training, to specialize in taxes and admin- 
istration, leading to future trust executive 
position. 

Box H-26-1, Trusts and Estates 

50 East 42nd St., New York 17 
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Chicago—At 
FIRST NATIONAL 
BANK Christopher 
W. Wilson, Jr., suc- 
ceeds the late John 
W. Kearns as gen- 
eral counsel. For- 
merly with the New 
York law firm of 
White and Case, 
Mr. Wilson joined 
the bank in 1951 as attorney. He is a 
graduate of Cornell University and 
Harvard Law School. 





C. W. WILSON, JR. 


INDIANA 


Ft. Wayne—-FortT WAYNE NATIONAL 
BANK has named William V. Sowers and 
Walter H. Koehlinger assistant trust of- 
ficers. Mr. Sowers, now on leave of ab- 
sence as a Lieutenant in the Navy, holds 
an LL.B. degree from the University of 
Michigan School of Law, where he spe- 
cialized in trust and estate planning and 
related subjects,*and was admitted to 
the Indiana Bar in 1948. Mr. Koehlinger 
has been a member of the trust depart- 
ment since its organization in 1933, serv- 
ing as bookkeeper and as chief clerk. 


Franklin—I. T. Bice has been elected 
executive president and chairman of the 
board of FARMERS TRUST Co. to succeed 
the late Will R. Johnson, who was chair- 
man, president and trust officer. 


KANSAS 


Hutchinson—At 
HUTCHINSON STATE 
BANK, William H. 
Vernon is resign- 
ing as vice presi- 
dent and trust offi- 
cer, to become vice 
president of AMER- 
ICAN NATIONAL 
BANK, on August 
first. Mr. Vernon 
succeeds retiring 
Roscoe H. Gulner in the commercial 
banking department, but will also have 
general supervision of the trust depart- 
ment. He is president of the trust di- 
vision of the Kansas Bankers Associa- 
tion. 





Wo. H. VERNON 


Prairie Village—JOHNSON COUNTY NA- 
TIONAL BANK & TRUST Co. promoted 
Ralph L. Krueger to vice president and 
trust officer. Previously secretary and 
trust officer, he will continue in charge 
of administration of estates and trust ac- 
counts. 


MASSACHUSETTS 


Springfield — UNION TRusT Co. ap- 


pointed Grosvenor 
Bemis vice presi- 
dent in charge of 
the trust depart- 
ment. Prior to join- 
ing Union in 1950, 
Mr. Bemis was as- 
sociated with the 
investment firm of 
White, Weld & Co. 





GROSVENOR BEMIS 


MISSOURI 


Kansas City-—CiTy NATIONAL BANK & 
Trust Co. added to its trust staff Ed- 
ward V. Geary, as estate planning offi- 
cer. In addition to commercial business 
experience, Mr. Geary was for three 
years assistant trust examiner of Kan- 
sas City’s Federal Reserve Bank. 


St. Louis—First NATIONAL BANK (par- 
ent company of St. Louis UNION TRUST 
Co.) appointed Charles Arthur Hem- 
minger director of advertising and pub- 
lic relations, effective early next month. 
Mr. Hemminger has resigned as director 
of public relations of the AMERICAN Na. 
TIONAL BANK & TRusT Co. of Chicago. 


NEBRASKA 


Omaha—FIirRst NATIONAL BANK pro- 
moted John S. Bundy to trust officer. 


NEW HAMPSHIRE 


Nashua — INDIAN HEAD NATIONAL 
BANK promoted Clarence E. Whitney 
from vice president (since 1938) to vice 
president and assistant trust officer, 


NEW YORK 


Amsterdam—FARMERS NATIONAL BANK 
advanced F. Raymond Gollar from cash- 
ier and trust officer to president. 


NEW YORK 


New York—BANKERS TRUST Co. an- 
nounced the retirement on May 30th af- 
ter 40 years’ service with that institu- 
tion, of Primus Ebenezer Godridge, trust 
officer. Mr. Godridge taught classes in 
accounting and estate administration for 
nearly a quarter century at New York 
University and the American Institute 
of Banking, and is co-atuthor, with Roy 


TRUST DEPARTMENT HEAD 
WANTED 


The First National Bank of Hollywood, 
Florida, desires the services of Trust 


Officer with general trust experience 
to take charge of newly established 
Trust Department. 


Address communications to C. N. McCune, 
Chairman of the Board, Broward National 
Bank Building, Fort Lauderdale, Florida. 
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A. Wood, of the widely used textbook, 
“Fiduciary Accounting.” 


New York—H. Gregory Miller has 
been appointed assistant trust officer and 
assistant secretary of CIty BANK FARM- 
ERS TRUST Co. 


New York—Robert G. Stephens, vice 
president in charge of the personal trust 
division at 42nd and Madison office of 
THE HANOVER BANK, is on leave of ab- 
sence until September 30th, at which 
time he retires under the bank’s pension 
plan. 

New York—IRvVING Trust Co. appoint- 
ed Mackarness H. Goode as advertising 
manager responsible for development of 
public relations. Previously advertising 
and public relations consultant with 
Fipetity Trust Co., Pittsburgh, Mr. 
Goode has done similar work for Merrill 
Lynch, Pierce, Fenner & Beane, and has 
been senior executive of the American 
Association of Advertising Agencies. 

Syracuse — MER- 
CHANTS NATIONAL 
BANK & Trust Co. 
appointed James A. 
Close a trust offi- 
cer. Former chair- 
man, department of 
finance and insur- 
ance, Syracuse 
University, 
Mr. Close is the 
author of a number of financial books, 
including “Analysis of Investment Com- 
panies.” He will assume his duties with 
the bank at the close of the current 
semester at the University. 





JAMES A. CLOSE 


OHIO 


Cincinnati — First NATIONAL BANK 
elected as trust officer Arthur Clark, who 
will resign as central division chief of 


the U. S. Department of Internal Revenue 
headquarters in Cincinnati. Henry A. 
Burgett was promoted to assistant trust 
officer to succeed the late Edgar C. Wohl- 
wender. Mr. Clark is a graduate of Na- 
tional University, Washington, was ad- 
mitted to the bar in 1927, and was ad- 
mitted to practice before the U. S. 
Supreme Court of Ohio in 1950. 


Cleveland—CENTRAL NATIONAL BANK 
advanced Bruce Whidden to vice presi- 
dent and head of trust development work. 
Mr. Whidden joined Central’s business 
extension department in 1942 after more 
than 10 years of experience with com- 
mercial and investment banking com- 
panies. Assigned to trust development 
and estate analysis work, he was elected 
assistant trust officer in 1944, and trust 
officer in 1947. He holds a B.A. degree 
from McMaster University, Hamilton, 
Ontario. 


Cleveland — Na- 
TIONAL CITY BANK 
promoted Richard 
Randall to vice 
president. After 
graduation from 
Dartmouth in 1926, 
Mr. Randall joined 
National City Bank 
in 1933 as assistant 
auditor in the trust 
department, became trust officer in 1938, 
and assistant vice president in 1950. 


Cleveland — UNION BANK OF CoMm- 
MERCE advanced Oliver Stamper to trust 
officer. A graduate of Harvard Law 
School in 1924, Mr. Stamper joined the 
legal department of the bank in 1926, and 
the corporate trust in 1947. While in 
the legal department the major part of 
his time was given to corporate trust 
matters. 





RICHARD RANDALL 








Murals in Fidelity-Philadelphia Trust Company’s Rittenhouse Square Branch, opened April 


30. The paintings depict the Square as it was in 1866 when Fidelity-Philadelphia was 
founded, and as it is today. The new office provides all banking services including safe 
deposit and trust advisory. 
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OKLAHOMA 


Tulsa — NATIONAL BANK OF TULSA 
elected Ralph L. Abercrombie an assis. 
tant attorney, promoted James E. Bush 
to general attorney. Mr. Abercrombie 
received his law degree from the Uni- 
versity of Oklahoma last January and 
is a member of the Oklahoma Bar. Mr, 
Bush has been with the bank since grad. 
uation from law school. 


OREGON 


Portland—At First NATIONAL BANK, 
C. F. Zurlinden has resigned as trust of- 
ficer. 

PENNSYLVANIA 

Oil City—OrmL City Trust Co. an- 
nounced the election of Richard H. Wells 
as president to succeed A. E. Mackin- 
tosh, now chairman of the board. Mr. 
Wells was heretofore executive vice pres- 
ident of Peoples Union Bank of McKees. 
port. 

Pittsburgh—PEoPLES First NATIONAL 
BANK & Trust Co. elected Burton S. 
Holmes an assistant trust officer. Prior 
to starting his banking career in 1948 
with the estate planning department of 
Peoples First, Mr. Holmes was _ with 
Connecticut General Life Insurance Co. 


VIRGINIA 


Danville—First NATIONAL BANK of 
Danville made Julian C. Jordan, III, an 
assistant trust officer. He has been with 
the bank since 1946. 

Richmond—First & MERCHANTS Na- 
TIONAL BANK appointed Randolph W. 
Nuckols in charge of public relations at 
the main office succeeding Samuel Crane, 
who has been transferred to the Broad 
Street branch. 


WEST VIRGINIA 


Huntington—TWENTIETH STREET BANK 
appointed as assistant trust officer Rob- 
ert O. Ellis. He received his B.A. and 
science and bachelor of laws degrees 
from the University of Miami, where he 


was a member of the honorary legal 
fraternity of Delta Theta Phi. 
WISCONSIN 
Janesville — MERCHANTS & SAVINGS 


BANK promotions were as _ follows: 
John H. Matheson, from vice president 
and trust officer to executive vice presi- 
dent; Allen L. Simmons, from trust of- 
ficer to vice president and treasurer; Miss 
E. Ann Nolan, from assistant trust offi- 
cer to trust officer. 

Madison—First NATIONAL BANK add- 
ed the title of vice president to H. C. 
Nicholls’ present title of cashier, for 
marking completion of his 25th year with 
the bank. 

Oshkosh—F 1rst NATIONAL BANK’s new 
president is Leighton Hough, who for- 
merly was vice president. He succeeds 
Louis Schriber. 
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Conference Room (left) for trust customers and their attorneys, 
a popular feature in the Malden (Mass.) Trust Company’s new 
three story addition. At right is a corner of the Trust Department 


quarters. The bookkeeping department and the trust conference 








TRUST | 
EMPLOYMENT EXCHANGE 2 
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Janks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 


Employment Exchange and_ code 
number. 
Chicago suburban bank wants man 


with legal or accounting training for tax 
and administrative work with officer 
future. See ad on page 461. 

New York attorney with 18 years ex- 
perience in estate and real property law, 
desires trust department connection with- 
out preference as to size or location. 
26-2. 

Canadian lawyer, university graduate 
in economics, presently a trust company 
officer, seeks U. S. trust position to util- 
ize his thorough experience in estate ad- 
ministration and planning, taxation and 
corporate trusts. 26-3. 

Head of fiduciary accounting depart- 
ment of outstanding New York law firm 
seeks opportunity in trust and tax field 
to capitalize on her 15 years experience 
in trust and estate administration. 26-4. 

Trust officer, under 40, with 18 years 
experience in trust and estate admin- 
istration, taxation and investment, seeks 
new opportunity preferably in _ inde- 
pendent bank. 25-1. 

Gulf Coast bank needs young college 
graduate, preferably from South, w:th 
some trust experience. H-25-3. 


Young trust official, specializing in tax- 
ation, offers his several years experience 


June 1952 


in administration, operations, taxation 
and court accountings to trust depart- 
ment, preferably in East, with advance- 
ment prospects. 25-4. 

Newly established trust department in 
Florida needs trust officer with general 
experience to take charge. See ad on 
page 461. 

Bank in large Rocky Mountain city 
needs younger man with general trust 
experience as assistant trust officer. 
Starting salary over $4,000. 26-5. 


A AA 
MERGERS & NAME CHANGE 


Wilmington & Newark, Del.— FARMERS 
Trust Co., Newark, became a branch of 
the WILMINGTON TRUST Co., all person- 
nel remaining including H. Lloyd Yarn- 
all, assistant treasurer in the trust de- 
partment. Stockholders of both companies 
approved, as has the Board of Governors 
of the Federal Reserve System. 

Bloomfield & Newark, N. J.—BLOOoM- 
FIELD BANK & TrRuUST Co. will become a 
branch of NATIONAL NEWARK & ESSEX 
BANKING Co., subject to approval of 
stockholders in June. Employees of the 
Bloomfield bank will be retained. 

Cranford & Westfield, N. J.—Merger 
of the WESTFIELD TRUST Co. and the 
CRANFORD TRUST Co. to form a new in- 
stitution to be known as the CENTRAL 
UNION TRusT Co. has been approved by 
directors of the two banks. Frank H. 
Betz and Robert E. Crane, both presi- 
dents and trust officers of each bank, will 
submit the plan to stockholders June 23 
and 24. Personnel would be retained, and 
the corporate offices would be in West- 
field. 


Paducah, Ky. — PEOPLES NATIONAL 
BANK will change its name to PEOPLES 
First NATIONAL BANK & TRusT Co. 





room are immediately adjoining, and the quarters can be reached 
by elevator from either the parking lot level or the main lobby. 
The floor sign is a reminder that it is “Time” to “Have a lawyer 
draw your will.” 





IN MEMORIAM 


FRANK W. EVANS, retired vice presi- 
dent and trust officer (since April) of 
SOUTHERN BANK OF NORFOLK, Va. 

RALPH S. PEARCE, vice president and 
trust officer of SECOND NATIONAL BANK, 
Red Bank, N. J. 

ALBERT C. PoTTs, trust administrator 
of CiIry BANK FARMERS TRUST Co., New 
York City. 

ROBERT P. PuRSE, SR., founder of THE 
PURSE Co., Chattanooga. 


SAMUEL A. WEINSCHENK, vice presi- 
dent and trust officer of LAWRENCE SAV- 
INGS & TrusT Co., New Castle, Pa. 


B. AG 


Maddox Given Third 

Trust Committee Chairmanship 

N. Baxter Maddox, vice president and 
trust officer of The First National Bank 
of Atlanta, was elected chairman of the 
Committee on Trust Affairs of the 
Georgia Bankers Association. With this 
post, he now holds committee chairman- 
ships at the local, state and national 
levels, for he is already head of the 
Trust Committee of the Atlanta Clearing 
House Association and the Executive 
Committee of the Trust Division, Amer- 
ican Bankers Association. This triple 
position is believed to be unique in the 
trust fraternity. 


A A A 


Correction 


The name of the founder of Trade 
Bank & Trust Co., New York, is Karl 
Schenk, and his son who is president and 
trust officer is Henry L. Schenk. This 
was reported in error as Swenk at page 
385, May issue. 
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Oklahoma Trustmen Elect 
Sloan 


At the annual meeting of the Okla- 
homa Trust Companies Association, on 
May 15th at Oklahoma City, the follow- 
ing officers were elected for the coming 
vear: 


Pres.:—Kenneth N. Sloan, assistant 
rust officer. Liberty National Bank and 
rrust Co., Oklahoma City. 


Ist Vice Pres.:—G. O. Bayless, Jr.. 
assistant trust officer, First National 
Bank and Trust Co., Tulsa. 


2nd Vice Pres.: Francis Hawkins, as- 
sistant trust officer. National Bank of 


Tulsa. 


Sec.:—Charles L. Fuson, executive 


secretary, O.B.A. Oklahoma City. 


Ass. Sec.-Treas.:—Chas. B. Stuart. 
vice president & trust officer, Fidelity 
National Bank and Trust Co., Oklahoma 
City. 

Historian:—W. D. Boggs, trust officer, 
Liberty National Bank and Trust Co., 
Oklahoma City. 


The development of new trust busi- 
ness was the subject of the principal 
address at the meeting by Robert R. 
Ferguson, trust officer of the Republic 
National Bank of Dallas. Among the 
other general trust matters considered 
by the delegates was the Trust Depart- 
ment Operating Manual devised by a 
committee of the Trust Division of 
Pennsylvania Bankers Association, 
which the group found most informative. 


Trust Manual Goes Over 


The Trust Operating Manual prepared 
during the past year by his committee 
of the Pennsylvania Bankers Association 
Trust Division has aroused tremendous 
interest throughout the country, Chair- 
man George C. Robinson reported to 
the annual business meeting of the Di- 
vision on June 3rd. The manual, which 
consists of memoranda setting forth 
procedure and forms on a number of 
every-day trust administrative problems, 
has been purchased—at $2.00 per copy 
—by large and small trust departments 
in 38 states and eight foreign countries. 
Arrangements have been made to fur- 
nish additional material for two years 
at $2.00. 

Mr. Robinson, who is assistant vice 
president of Fidelity-Philadelphia Trust 
Co., submitted three new so-called “Sug- 
gestion Memos,” bringing the total in 
the manual to 28. They deal with “Divi- 
dend and Registered Interest Orders,” 
“Suggested Proxy Procedure.” and 
“Nominee Registration.” 


A A A 


New Trust Course at LSU 


The School of Banking at Louisiana 
State University early in June offered 
a trust course for the first time, ar- 
ranged by Troy Beatty, Jr., vice presi- 
dent and trust officer of the First Na- 
tional Bank of Memphis, who gave the 
opening and closing lectures, on June 


2nd and 7th. 
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School on Business Insurance 


“Insurance for Business Purposes” 
will be the theme of the Ninth Life 
Underwriting School scheduled for the 
week of July 28, it was announced by 
Laurence J. Ackerman, Dean of the 
School of Business Administration at the 
University of Connecticut. The School, 
which is under the joint sponsorship 
of the Connecticut State Association of 
Life Underwriters, the University School 
of Business Administration, and _ the 
Division of University Extension, is a 
semi-advanced school for men with at 
least two years of experience in the life 
insurance business. 


Instructors at the School will be: Dan- 
iel P. Cavanaugh, Associate Counsel, 
Aetna Life, Hartford; Thomas S. Morse, 
C.L.U., Consultant. Personal Plans 
Service, Phoenix Mutual Life, Hartford; 
Elmon A. Starr, Superintendent of 
Agencies, Connecticut Mutual Life, 
Hartford; Harry M. Smith, Manager, 
Union Mutual of Portland, Hartford; 
Stuart A. Monroe, Associate General 
Agent, Solomon Huber Agency, New 
York; P. Philip Lacovara, Managing 
Editor, TRUsTs AND-EstaTEs, New York; 
Herbert Paul Karlsruher, C.L.U., of 
New York City, and H. P. Gravengaard, 
Vice President and Executive Editor of 
The National Underwriter, Cincinnati. 

Some of the subjects to be covered 
at the School are: “The Anatomy of 
the Business Organization,” “The Li- 
quidation Agreement.” “The Insurance 
Arrangements,” “The Value of the 
Closely Held Business Interest.” “Key 
“Accident and Health 
“Mass Coverages,” and 
“The Selling of Insurance for Business 


Man Insurance,” 
Insurance,” 


Purposes.” 

Mr. Joseph H. Richard of Norwich, 
Chairman of the Summer School Edu- 
cational Committee, is in charge of ar- 
rangements for the School. Information 
about program may be ob- 
tained from Dorothy G. Lundblad, at 
the School in Storrs, Conn. 


A A A 
La Salle National Establishes 
Common Fund 


fees and 


A Common Trust Fund was estab- 
lished by La Salle National Bank, Chi- 
cago, on June first. It is to be known 
as the Diversified Trust Fund. This is 
the third trust fund _ estab- 
lished in Investments will be 
of the type permitted by the “Prudent 
Man Investment Rule” for trustees in 
Illinois, with the exclusion of real es- 
tate and mortgages. 


common 
Illinois. 
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INCOME TAX 


Executor not allowed to deduct court 
paid individually. Taxpayer and 
sister, as executors of father’s estate, 
were substituted in litigation instituted 
by father against reorganization trustees. 
Court entered judgment against tax- 
payer and sister for portion of Court 
costs, which taxpayer deducted on his 
personal income tax return, claiming 
that under state law (lowa) costs are 
personal liability of fiduciary with right 
of reimbursement from estate and that 
estate was insolvent so that reimburse- 
ment was impossible. Commissioner dis- 


costs 


allowed deduction. 

HELD: Commissioner sustained. Even 
assuming that Court costs were deduc- 
tible under Section 23 (a) (2) as non- 
business expense, or as a loss under 
Section 23 (e) (1) or (2), decision 
would have to be against taxpayer since 
he had not sustained burden of proof 
that estate was insolvent. Henderson v. 
Comm., T.C. Memo, April 25, 1952. 


When period of administration of es- 
tate ends. Taxpayer’s husband died May 
22, 1988. He was partner under agree- 
ment providing that partnership should 
continue for five years after death of 
member dying first. Taxpayer qualified 
as executrix shortly after decedent’s 
death, and reported income received 
thereafter as income of estate. For tax- 
able years 1942 to and including 19465, 
Commissioner determined that income 
was taxable to taxpayer and not to 
estate since period of administration 
had ended. 


HELD: Commissioner sustained. Com- 
missioner and Tax Court have power to 
determine (in the absence of conflicting 
action by state court having jurisdiction 
in premises) that an estate has ceased 
to be in process of administration or 
settlement and has ceased to exist for 
income tax purposes, when the admin- 
istrator or executor has performed all 
ordinary duties incumbent upon him in 
his fiduciary capacity. Facts in this 
case came within that principle. Stewart 
v. Comm., U.S.C.A.-5, May 10, 1952. 


Lump sum payment under employ- 
ment contract, payable at death of de- 
cedent, constituted taxable income in 
that year. On Feb. 1, 1939, decedent en- 
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tered into written agreement with em- 
ployer providing that in consideration of 
remaining in employ of company for ten 
years, he would receive annual salary of 
$12,500, and that in case of his prior 
death company would pay his estate, 
amount equal to excess, if any, of $105,- 
000 over aggregate of amounts paid to 
him as salary from date of contract to 
death. Decedent died March 22, 1940, 
and company paid estate $91,458. Com- 
missioner included this amount in de- 
cedent’s income for that year and as- 
sessed deficiency. Estate paid tax and 
brought suit for refund. 

HELD: Commissioner sustained. While 
District Court’s view, that balance rep- 
resented compensation for services ren- 
dered by decedent, was erroneous, that 
amount accrued to estate of decedent at 
moment of his death and thus came 
within Section 42 (a) of the 1940 Reve- 
nue Act. First National Bank and Trust 
Co. v. Comm., U.S.C.A.-3; May 6, 1952. 
(The Revenue Act of 1942 enacted a 
relief provision for this type situation, 
now covered by Code Section 126.) 


ESTATE TAX 


Deduction allowed for charitable be- 
quest conditioned on executors’ discre- 
tion. Decedent left $100,000 to her ex- 
ecutors for purpose of making gifts to 
various individuals and institutions listed 
in memorandum and letter which she 
wrote to executors at time of making 
will. Letter was allowed by Probate 
Court as part of will. In memorandum 
eight friends or institutions of a religi- 
ous or charitable nature were listed. 
Total of amounts indicated was $35,000. 
Executors, to whom certain amount of 
discretion was given, decided that these 
gifts should be made and took deduction 
for that amount on Estate Tax return. 
Commissioner disallowed deduction and 
assessed deficiency. 

HELD: Commissioner overruled. Local 
(Mass.) Court would hold that bequest 
to executors was held by them as con- 
structive trust for designated benefici- 
aries. The $35,000 was actually paid to 
charities and while it did not pass by 
bequest in express terms under dece- 
dent’s will, it did pass to them from her 
estate in transaction which was substan- 
tially the same. Gardner v. Delaney, 


U.S.D.C.. Mass. Feb. 27, 1952. 


Attorneys fees paid to caveators of 
decedent’s will and not approved by state 
court not deductible as cost of admin- 
istration. Testator’s nieces and nephews 
filed caveat against probate of will. Wi- 
dow, with whom decedent had entered 
antenuptial agreement, joined with pro- 
pounders of will. Suit was eventually 
settled for $180,000 of which attorneys 
were to receive 25%. In meantime widow 
became dissatisfied with terms of ante- 
nuptial agreement and when adjustment 
of caveat was reached she demanded 
further payment from residuary bene- 
ficiary, Davidson College. Settlement was 
reached under which she received $26,- 
250 of which her attorney was to re- 
ceive $7,750. Estate sought refund of 
estate taxes attributable to amount of 
fees paid to attorneys for heirs and 
widow. District Court denied refund. 


HELD: Affirmed. Section 812 of In- 
ternal Revenue Code allows deduction 
for “such amounts ... as are allowed 
by the laws of the jurisdiction .. . under 
which the estate is being administered.” 
Here question of allowance for additional 
attorneys fees had not been presented 
to local (N.C.) court and thus never be- 
came costs within meaning of state 
statute. To be deductible, allowances 
would have to be made by state court 
as an award to counsel for caveators 
and widow. Estate of Davidson v. United 
States, U.S.C.A.-4, April 26, 1952. 


One half of cash surrender value of 
life insurance policies on life of surviv- 
ing spouse not includible in estate of 
deceased spouse. Decedent died in 1947, 
resident of State of Washington, leaving 
her husband surviving. Husband had 
taken out three policies of insurance on 
his own life, naming wife as beneficiary. 
These policies were in effect when the 
wife died. Under State law, premiums. 
having been paid from community funds, 
policies constituted community property 
of decedent and husband. In estate tax 
return executors included one-half cash 
surrender value of policies as part of 
gross estate. Later they claimed refund 
District Court granted it. 


HELD: Affirmed. In District Court 
government urged that cash surrender 
value of policies was community prop- 
erty, but Court below disagreed, holding 
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that no interest in policies passed to 
heirs of deceased beneficiary. On appeal, 
government sought reversal on a theory 
not urged below, relying on Section 811 
(e)(2) of Code (community interests, 
since repealed). Circuit Court refused to 
consider merits of new contention since 
theory was not advanced at trial. United 
States v. Waechter, U.S.C.A.-9, April 
28. 1952. 


Gift when donor was 85 years old not 
in contemplation of death. On June 3, 
1943, decedent, 85, created irrevocable 
trust and paid gift tax. Trust provided 
for accumulation of income for five 
years from date of its execution and 
for termination of trust 20 years after 


that date unless sooner terminated by 
beneficiaries. Property represented ap- 
proximately one third of property then 
owned by decedent. Commissioner deter- 
mined that transfer was made in con- 
templation of death, on Feb. 5, 1946. 
HELD: Commissioner overruled. Al- 
though decedent was “old” man, he was 
active and had cheerful outlook on life. 
He visited his office daily, enjoyed such 
hobbies as fishing and travelling. Trans- 
fer was motivated by purposes associ- 
ated with life and was not in contempla- 
tion of death. Estate of Penney v. 
Comm., T.C. Memo, April 17, 1952. 


Trusts with power to change distribu- 
tion includible in estate. In 1935, dece- 
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dent created five separate trusts for sup- 
port of his five children. He was already 
contributing largely to support of these 
children and thought there would be a 
saving of income tax if he created the 
trusts and let children pay their own 
income taxes. Further he made the trans- 
fer at that time to avoid increased Fed- 
eral gift tax rates about to be imposed. 
Commissioner included entire value of 
cach trust in decedent’s estate on ground 
that transfers were made in conten pla- 
tion of death and that decedent retained 
power to terminate trust by directing 
distribution to beneficiary. 

HELD: Transfers were not made in 
contemplation of death. 
grantor sufficient power to 
bring trusts within purview of Section 
811 (d) (2) (transfers subject to power 
to change enjoyment). Thus the trusts 
were includible, less value of certain 
intermediate life estates. Hardesty Est- 
v. Comm., T.C. Memo, April 15, 1952. 


I I owever, 
reserved 


Burden of proof on commissioner to 
prove liability of transferee. Estate had 
deficiency Three 
beneficiaries admitted liability for their 
part of tax and paid their share. Fourth 


against it. 


assessed 


beneficiary denied liability for tax. Com- 
missioner thereupon attempted to hold 
fourth beneficiary transferee, 
alleging that beneficiary had _ received 
assets having fair market value in ex- 
cess of deficiency, and thus estate had 


liable as 


been rendered unable to pay deficiency. 
1119 of 
burden of proof shall be on Commissioner 


Section Code provides that 
to show that petitioner is liable as trans- 
feree of property of taxpayer. 

HELD: Beneficiary not liable as trans- 
feree. Commissioner had not sustained 
burden of proof. Carr v. Comm., T.C. 


Memo, April 22, 1952. 
Girt TAX 


No completed gift made where donor 
retained power to revoke with person not 
having adverse interest. In 1932, tax- 
payer created trust under which income 
was payable to his wife for life with 
remainder over to his surviving children. 
In default of issue principal was to re- 
main in trust and income paid to tax- 
payer’s mother and upon her death the 
principal was to be paid to his half 
brother, if surviving, otherwise to his 
issue. Donor, in conjunction with either 
his mother or his half brother, could 
modify, alter, amend or revoke trust, in 
whole or in part. In 1934, taxpayer, in 
conjunction with half brother, inserted 
provision that wife should receive in- 
come only so long as she continued to 
be his wife and to reside with him. An- 
other amendment was made in 1937 
providing that thereafter trust could only 
be amended or revoked by taxpayer in 
conjunction with his wife. In 1946 trust 
was again amended to provide for elim- 
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ination of all power to amend, alter 
or revoke trust. Commissioner deter- 
mined that taxable gifts had been made 
in 1937. Tax Court held that completed 
gift of entire trust property was made 
when trust was amended in 1937. 


HELD: Remanded for further pro- 
ceedings. Tax Court was in error in 
holding that taxable gift of entire trust 
resulted from 1937 amendment. At that 
time, there were no completed gifts to 
succeeding income beneficiaries and bene- 
ficiaries in remainder, since wife’s inter- 
est was not adverse to donor’s revoca- 
tion of those succeeding interests by an 
exercise of reserved power. In 1937 there 
was completed gift to wife of her life 
estate since her interest could only be 
revoked with her consent, and was, there- 
fore, adverse to taxpayer’s revocation. 
By 1946 amendment, there resulted tax- 
able gift of then value of principal, less 
value of gift to wife at time of 1937 
amendment and any completed gifts 
made on creation of trust in 1932. Camp 
v. Comm., U.S.C.A.-1, April 17, 1952. 


Income payable in discretion of trus- 
tees is not gift of present interest. In 
1947, taxpayer and her husband created 
trust naming their twenty-day old 
daughter beneficiary and themselves as 
trustees. Trust instrument provided that 
“the Trustees shall pay the income of 
the trust estate” to the child in quarter- 
ly installments, but then went on to 
say that the trustees were to pay and 
apply in their sole discretion, so much 
of income as they deemed necessary for 
maintenance, education and support of 
child during her minority and any re- 
maining income was to be accumulated. 
Taxpayer filed gift tax return in which 
she claimed annual exclusion on ground 
that income of trust was gift of present 
interest. Commissioner disallowed ex- 
clusion. 


HELD: Commissioner sustained. Quo- 
ted clause denoted gift of present inter- 
est as beneficiary would have had un- 
qualified right to demand and receive 
income in quarterly installments. Re- 
maining provision, however, qualified 
beneficiary’s right to extent that income 
was payable in discretion of trustees. 
Hence beneficiary had no absolute right 
to present enjoyment of income. More- 
over, financial condition of parents in- 
dicated that no trust income would be 
needed for beneficiary’s support. Rossas 
v. Comm., U.S.C.A.-7, April 23, 1952. 


Transfers in trust for minors are gifts 
of future interests. Taxpayer created 
three separate trusts in 1948 for bene- 
fit of his children, aged 11, 7 and 4. Trus- 
tees were directed to pay so much of 
income or principal as might be deemed 
necessary for maintenance, education or 
Support of beneficiaries. Beneficiaries 
were also given right to demand pay- 
ment of unexpended income or full prin- 
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cipal at any time. Commissioner ruled 
that transfers to trusts were gifts of 
future interests and denied annual ex- 
clusions. Tax Court agreed. 


HELD: Affirmed. Admittedly these 
transfers would not have been gifts of 
future interests if beneficiaries were 
adults. Taxpayer’s contention that only 
such restrictions as are contained in 
trust indenture should be considered is 
erroneous in view of Fondren and Diss- 
ton cases where Supreme Court held 
that “surrounding circumstances” should 
be considered. Here, then, beneficiaries 
could only have demanded payment 
through guardian and none was ap- 


pointed. Since no one could exercise 
children’s elective rights, they could not 
immediately enjoy their gifts, which 
were, consequently, future interests. 
(Court disagrees with Kieckhefer case 
decided by Seventh Circuit, but intimates 
that result might have been different 
had guardian been appointed for bene- 
ficiary when trust was created.) Stifel 
v. Comm., U.S.C.A.-2, May 15, 1952. 


A A A 


The “average American” at age 29 can 
look forward to paying during the re- 
maining 36 years of his business life 
$34,473 in Federal income, social security, 
and property taxes.—CCH. 
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Books 





Federal Income Taxation of Partner- 
ships 






PAUL LITTLE. Little, Brown & Co., Boston 
6, Mass. 469 pp. $12.50. 






The conflict between the entity theory 
and the aggregate theory of the partner- 
ship form permeates almost every major 
income tax problem of partnerships. Mr. 
Little deals admirably with these vex- 
atious matters. In analyzing the present 
status of the law, the author runs the 
gamut of tax questions from those aris- 
ing out of the organization of the part- 
nership through determination of part- 
nership income to distributions and re- 
organization. 

It is in last third of the volume that the 
most significant contributions can be 
expected. Mr. Little makes recommenda- 
tions for resolving the problems arising 
out of the coexistence of the entity and 
aggregate theories. Here too he applies 
the principles developed in the text to 
illustrative situations. These _ sections 
combine to make the work exceedingly 
comprehensive and valuable to the prac- 
titioner. 























































Tenth Annual Institute on Federal 

Taxation 

New York University. Matthew Bender & Co., 

Albany 1, N. Y. 1384 pp. $23.50. 

One can do little more than list some 
titles in this tremendous collection of 
authoritative papers presented at last 
November’s Institute, the tenth annual 
event conducted by New York University. 
Dean Paul A. McGhee, Institute Chair- 
man J. K. Lasser and Editor Henry 
Sellin are justifiably proud of this De- 
cennial volume, which includes among the 
topics of special interest to this audience 
the following (in order of appearance) : 


Tax Consequences of Various Kinds of 
Realty Ownership (Irving M. Engel); 
Gift Tax in Relation to Lump-Sum Di- 
vorce Settlements (Henry Cassorte 
Smith); Deferred Compensation Con- 
tracts for Services (Clement J. Clarke, 
Jr.); Technical Aspects of Transferee 
Liability (John W. Fager); Problems of 
Valuation in Tax Court Trials (Emanuel 
L. Gordon) ; Personal Responsibility and 

‘ Liability of Fiduciary for Taxes (Mau- 
rice C. Greenbaum) ; Flexible Investment 
and Administrative Powers for Trustees 
without Losing Marital Deduction (John 
T. C. Low); Income Tax Aspects of 
Various Will and Trust Arrangements 
(Albert Mannheimer & Joel Irving 
Friedman) ; and Powers of Appointment 
Act of 1951 (Abraham S. Guterman). 


Those unmentioned contribute in equal 
: degree to making this what can only be 
described as a treasure of tax treats. 
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CURRENT LITERATURE NOTES 


Accounting for Lawyers 


A. L. SHUGERMAN. Bobbs-Merrill Co., In- 

dianapolis 7, Ind. 592 pp. $15. 

Assuming that the reader has no 
knowledge of accounting, the author, who 
is a lawyer and C.P.A., discusses in the 
first quarter of the book the basic con- 
cepts and procedures of accounting such 
as fundamental transactions, journals, 
ledgers and entries. The middle portion 
of the volume is devoted to financial 
statements and their analysis. The final 
third is given over to specific business 
organizations and legal _ relationships 
such as partnerships and corporations, 
and estates and trusts. With accounting 
having become so interrelated with the 
law, a knowledge of its basic principles 
would seem to be indispensable to the 
lawyer, and this book serves that useful 
function. 


Tax Systems, Thirteenth Edition 


Commerce Clearing House, Inc., Chicago 1. 528 

pp. $17.50. 

Completely revised and up-to-date, this 
atlas-type volume presents essential in- 
formation on federal, state, territorial, 
larger city and foreign tax systems, the 
latter coverage being greatly enlarged. 
Large charts and convenient tables furn- 
ish summaries of not readily accessible 
data, grouped by kind of tax as well as by 
jurisdiction. Regular reappearance of 
this work is indicative of its substantial 
reference value. 


Successful Employee Benefit Plans 


Editorial Staff of Prentice-Hall, Inc., New York 

11. 561 pp. $8.85. 

Here is a comprehensive and helpful 
analysis of the problems confronting an 
employer in installing benefit plans. A 
wide range of benefit types are reviewed, 
divided into three main categories: (1) 
those offering security (including all 
kinds of group insurance plans); (2) 
those that increase employee income (in- 
cluding immediate profit-sharing plans, 
employee stock arrangements and sug- 
gestions systems); and (3) other types 
of benefits (such as educational and self- 
improvement programs, industrial recrea- 
tion, and food services). 


A fair sized section of the book is 
devoted to the important element of im- 
plementing benefit plans, communicating 
with employees and arranging their par- 
ticipation in management. Legal aspects 
— tax and labor law — of employee 
benefit plans are adequately treated. 
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ARTICLES 


Restraints on Alienation and the 

Internal Revenue Code 

ROBERT T. MOLLOY. Tax Law Review, May 

1952. 

A restriction upon the free alienation 
of property will depress its value to an 
extent dependent upon the nature of the 
covenant and the probable holding pur- 
pose of a hypothetical purchaser. Con- 
ditions differ for the several taxes: es. 
tate, gift and income, the first requiring 
further factors than the other two. Fail- 
ure to conform to all of the requirements 
outlined will likely result in including 
in the optioner’s estate the entire fair 
market value of the property subject to 
the restrictive covenant as of the valu- 
ation date. 


Wills — Undue Influence 


WENDELL B. WILL. Michigan Law Review, 

March 1952. 

The practitioner is not chiefly inter- 
ested in broad theoretical definitions of 
undue influence but rather in what fac- 
tors must be proved to substantiate a 
finding of undue influence on appeal. An 
ideal case from the contestant’s view- 
point might consist of: (1) a mentally 
weak testator; (2) activity by the bene- 
ficiary in procuring the will; (3) a con- 
fidential relationship; (4) a grossly “un- 
just” will; and (5) miscellaneous sus- 
picious factors. All of these are care- 
fully examined and appraised in the light 
of the decisions. 


Wills — Integration 


ROBERT L. SANDBLOM. Michigan Law Re- 


view, April 1952. 


Nowhere is there a requirement that 
a will be written on a single sheet of 
paper but the rules applied to integration 
of various documents as a will vary 
widely. Unlike incorporation by refer- 
ence, the doctrine of integration does not 
require any reference to another sheet 
sought to be integrated in the executed 
sheet. The three commonly used criteria 
in determining whether or not integra- 
tion is to be permitted are: (1) physical 
connection; (2) internal sense connec- 
tion; and (3) extrinsic evidence per- 
mitted to prove the existence at the time 
of execution, usually in the absence of 
criteria (1) and (2). There seems to be 
a liberalizing judicial trend as to what 
evidence may be shown in support of 
integration, and the suggestion is offered 
that the use of exclusively mechanical 
tests be abandoned. 
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Where There's a Will 


JAMES B. HILL, who retired in 1950 as 
president of the Louisville & Nashville 
Railroad, bequeathed his tangible per- 
gonalty to his wife and the remainder 
of his estate in trust for her benefit with 
Citizens Fidelity Bank and Trust Co. 
of Louisville as trustee. Mrs. Hill will 
receive the income for life and as much 
principal as the trustee deems advisable 
in order that she may “enjoy the same 
standard of living to which she has been 
accustomed,” or for any other reason. 
After Mrs. Hill’s death, the income is 
to be divided between their two children. 
A similar provision for use of principal 
for the children is set forth in the will, 
with the additional discretion in the 
trustee to deliver all or part of the fund 
to either child if that action is ap- 
propriate in the light of their “age, 
habits, experience and general economic 
judgment.” 

If Mrs. Hill dies before January 1, 
1965, the trust is to continue until that 
date unless both children pedecease 
that year. Upon termination, the trust 
property is to be distributed among Mr. 
Hill’s lineal descendants per stirpes. If 
no descendants are then living, the in- 
come is to be distributed among his 
brothers and sisters, and after the death 
of the last survivor the fund is to be 
paid over to Mr. Hill’s alma mater, 
George Peabody College for Teachers 
at Nashville, to establish scholarships 
for students from White County, Tenn. 
In qualifying as executor, the trust com- 
pany gave bond in the amount of 
$163,000. 


HuGH HERBERT, long-time film come- 
dian best known for his exuberant “woo- 
woo,” bequeathed $10,000 to his former 
wife pursuant to a property settlement 
agreement. All the rest of his 
estimated at $125,000 and _ consisting 
primarily of a tract of land under devel- 
opment in San Fernando Valley. Mr. 
Herbert left to the Motion Picture Re- 
lief Fund, Inc. He named Bank of Amer- 
ica N. T. & S. A. as executor. 


estate, 


XEV. Dr. JOHN M. THOMAS, former 
president of Middlebury College, Penn- 
sylvania State College, Rutgers Uni- 
versity and Norwich University, be- 
queathed to each of them one hundred 
dollars on the death of his wife, the 
income beneficiary of the residuary trust 
established by his will which names Rut- 
land (Vt.) County National Bank as 
executor and trustee. Expressing “regret 
that in justice to my family I cannot 
make more substantial bequests to these 
institutions to which I am so deeply in- 
debted for opportunities of service and 
privileges of influence,” Dr. Thomas re- 
corded his “conviction that a well man- 
aged college or university governed by 
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self perpetuating trustees is the instru- 
ment of benevolence most likely to hold 
trust funds safe in perpetuity and to be 
of greatest usefulness for many gener- 
ations.” 

In granting his children — in named 
order of priority — the privilege of 
purchasing an orchard at its appraised 
price, the noted educator extended the 
alternative right to a grandson who elect- 
ed to take a course in horticulture at 
Cornell in order, as he (the grandson) 
said, “to help grandfather take care of 
his orchard.” Mrs. Thomas will, in addi- 
tion to the trust income, receive such 
sums from principal as the trustee deems 
necessary or proper for her comfortable 


support and maintenance. The remainder 
at her death, apart from the legacies to 
the colleges, will be divided among the 
children in equal shares. 


A A A 


Trustee Sells “Enquirer” 


“The Cincinnati Enquirer’ was sold 
early this month to the Portsmouth Steel 
Corp., acting on behalf of a group of 
the newspaper’s employees. The sale was 
made, for $7,600,000 cash, by the Amer- 
ican Security & Trust Co. of Washing- 
ton, D. C., trustee of the McLean estate, 
owner of the 11l-year old paper, after 
court approval. 
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AssETs — Trust — Tracing Com- 
mingled Funds — Personal Liabil- 
ity of Donee 


Missouri—Supreme Court, Div. 1 
Cross v. Cross, 246 S.W. (2d) 801. 


Decedent, who was trustee of a trust 
created under the will of his brother, 
mingled it with his own assets, tak- 
ing title to the whole with his wife by 
the entireties. At his death, his widow 
received the whole, she having knowledge 
at the time that decedent had received 
the trust fund and had not accounted 
for it. 


The beneficiaries of the trust brought 
a suit in equity against the widow to re- 
cover the trust fund and impress a lien 
for the amount thereof on the entireties 
property received by the widow. The trial 
court entered a personal judgment 
against the widow for the amount of the 
trust fund plus interest from intestate’s 
death. 


HELD: Reversed and remanded with 
direction to include in the decree an 
equitable lien as prayed. It would be 
presumed that any sums paid out of the 
commingled funds by decedent, for other 
than trust purposes, were personal funds. 
Where the trustee by wrongfully dispos- 
ing of trust property acquires other 
property, the beneficiary can follow the 
trust property into its product, and can 
enforce a constructive trust or equitable 
lien upon the product. 


The widow took subject to the trust 
whether she knew of it or not. Since she 
had knowledge of the trust she became 
personally liable at decedent’s death for 
the value of the trust fund and interest. 
The beneficiaries were also entitled to 
an equitable lien upon the commingled 
property or its proceeds. 


RECENT FIDUCIARY DECISIONS 


CLAIMS—Noninterest Bearing Claim 
Not Entitled to Interest after Al- 
lowance 


California—District Court of Appeal 

Estate of Girard, 110 A.C.A. 231 (Apr. 1, 

1952). 

Appellant Lewis presented a claim of 
some $51,000 against the estate of Girard. 
Claim was allowed by the executrix on 
March 10, 1950, and approved by the 
probate judge on March 14, 1950. It was 
ordered paid by order made October 20, 
1950, and immediately thereafter was 
paid. Claiznant demanded interest at the 
statutory rate of 7% from the date of 
allowance and approval of his claim. It 
was agreed that his receipt of the prin- 
cipal sum was without prejudice to this 
claim. Claimant appealed from the order 
for payment and a later decree settling 
the executrix’s final account making no 
provision for paying him interest. 

HELD: Decree affirmed. The claim was 
conceded to have been noninterest bear- 
ing prior to its allowance and approval. 
Although the former law of California 
was apparently different, a noninterest 
bearing claim does not bear interest at 
7% or at any other rate after its allow- 
ance and approval by the executor and 
the court. 


DISTRIBUTION — Rights of Devisee 
to Property Under Contract of Sale 


Washington—Supreme Court 


Washington Escrow Co. v. McKinnon, 140 


Wash. Dec. 399. 

In November 1948, Robert McKinnon 
executed a will, devising specific proper- 
ty to Solita Blair, naming his son, An- 
thony, residuary legatee and devisee, and 
appointing him executor. In June 1950, 
testator contracted to sell to J. E. Mal- 
lonee the property previously devised to 
Blair. The contract was made subject to 
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seller’s furnishing evidence of insurable 
title, to purchaser’s securing an F.H.A, 
mortgage, and to payment of the balance 
of the purchase price. A Warranty Deed 
and escrow instructions were deposited 
with the escrow company. 

The testator died in July 1950. A 
month later the purchaser paid the bal. 
ance of the purchase price, and the 
escrow holder recorded the deed to the 
purchaser. Conflicting demands having 
been made upon the escrow holder for 
the funds, it commenced an action of 
interpleader, making Solita Blair and 
Anthony McKinnon, individually and as 
executor, parties defendant. The trial 
Court held Anthony McKinnon, indi- 
vidually and as executor, entitled to the 
funds. Solita Blair appealed. 

HELD: Modified. Anthony McKinnon 
individually is not entitled to the money 
interpleaded. As executor, he is entitled 
to possession of the money as an asset 
of the estate, to be used in the settle- 
ment thereof, if necessary, and upon 
final settlement of the estate, the bal- 
ance of the interpleaded fund remaining 
in his possession as executor shall be 
distributed to Solita Blair. An early 
statute provides that an agreement made 
for valuable consideration by a testator 
to convey property previously devised or 
bequeathed in any last will previously 
made shall not be deemed a revocation 
of such previous devise or bequest, but 
the property shall pass by such devise 
or bequest subject to the same remedies 
on the agreement, for specific _ per- 
formance or otherwise, as might be had 
against the testator’s heirs or next of 
kin, had the property descended to them. 

Title vested in Solita Blair on testa- 


tor’s death, subject to the burden of ad- | 


ministration. The devise was not re- 
voked by the agreement to sell, and there 
having been no completed conveyance 


prior to testator’s death, the devisee is | 


entitled to the purchase money unpaid 
at the time of the testator’s death. De- 
livery of the deed to the escrow company 
prior to testator’s death did not divest 
the testator of title. Title remained in 
him until the requirements of the escrow 
instructions were met, and the balance 
of the purchase price paid. Upon testa- 
tor’s death, title descended to the de- 
visee, subject to the agreement to sell. 


INVESTMENT PowErRs — New “Prud- 
ent Man” Investment Statute Inter- 
preted 


New Jersey—Superior Court, Chancery Div. 


Fidelity Union Trust Co. v. Price, 87 A. (2d) 
565. 


Action brought under Declaratory 
Judgments Act for judicial determination 
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STATES 


of effect of recently enacted “Prudent 
Man” Investment Statute upon certain 
trusts under administration and to test 
its constitutionality. Statute provides 
that fiduciaries may invest up to 40% of 
estate in “limited legal invest- 
’ except in cases where trust in- 
strument provides otherwise. “Limited 
legal investments” are defined as all in- 
vestments other than legal investments. 

HELD: Statute is constitutional. 
Neither the contract between settlor and 
trustee nor vested right of beneficiary to 
receive income was modified by this en- 
actment. Retrospective character of act 
does not, therefore, render it unconstitu- 
tional. Court then proceeded to apply 
Act to specific trusts. 


trust 
ments’ 


(1) Where trust instrument contain- 
ed no provision regarding investment of 


trust funds, trustee could invest in 
“limited legals.” 
(2) Where trustee was empowered 


to hold investments originally made by 
testator in his lifetime, but was _ re- 
quired to reinvest “in such securities as 
are lawful for trust investments under 
the laws of the State of New Jersey,” 
trustee was limited upon reinvestment to 
legal list and could not invest in “limit- 
ed legals” since under statute “limited 
legal investments” were not made legal 
investments. 

(3) Where trustees could make such 
investments as they deemed proper “‘not- 
withstanding the same may not be such 
as are classified by the laws of the State 
of New Jersey as legal investment for 
trust funds.’”’ Prudent Man statute had 


no application with result that 40% 
limitation and standard of care pre- 
scribed by statute did not apply. 

INSURANCE — Life — Loan from 


Company Not Reimbursable by In- 
sured’s Estate 


Pennsylvania—Supreme Court 

Schwartz Estate, 309 Pa. 574. 
Decedent had borrowed from insurance 
companies on his policies which gave him 
such right. His will directed the pay- 
ment of his just debts. The beneficiaries 
of the policies demanded reimbursement 


from the estate of the amount of the 
policy loans deducted from the proceeds 
of the policy. The lower court awarded 
reimbursement. 


HELD: Reversed. A clear distinction 
is drawn between a loan made by an in- 
surance company to an insured against 
a life policy and a collateral loan made 
by a third party secured by an assign- 
ment or pledge of the policy on the life 
of the borrower. The former is not a 
loan in the strict technical sense, for 
there is no obligation of repayment on 
the insured, but rather an advancement 
on the cash value of the policy, the re- 
payment of which will reinstate the de- 
pleted insurance without the issuance 
of a new policy and the submission of 
evidence of insurability. A loan by the 
insurer in such circumstances does not 
give rise to the relationship of debtor and 
creditor. The insured could have directed 
by his will that the policy loans be paid 
out of his estate, but since he did not, the 
Court cannot do it for him and construe 
a direction to pay debts as applicable to 
an advancement that did not create a 
personal liability. 


JOINT TENANCY — Account Belongs 
to Decedent’s Estate as Ineffective 
Testamentary Disposition 


Connecticut—Supreme Court of Errors 
Bachmann v. Reardon, XVII Connecticut Law 
Journal 7. 

Action for a declaratory judgment to 
determine whether the transfer of a 
bank account constituted a present gift 
of a joint ownership with right of sur- 
vivorship, or an attempted testamentary 
disposition. Two years prior to his death, 
the deceased transferred an account to 
the names of himself and his brother, 
and payable to either, or the survivor. 
The bank book was kept by the deceased 
in a box at his home, which was used 
in common by him and his brother, and 
all members of the household had access 
to it. The trial court found that the de- 
ceased in making the transfer intended 
that the balance remaining in the ac- 
count at the time of his death would go 
to the brother, but that there was no 
intent to make a present gift. 
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HELD: Affirmed. There was substan- 
tial testimony to support the conclusion 
that there had been no valid gift of the 
account and that it remained the property 
of the estate of the deceased. An intent 
to make a present gift might be inferred 
from the bare fact of the transfer, but 
this was not conclusive. In support of 
the conclusion that there was no intent 
to make a present gift, there was testi- 
mony that the transfer was motivated 
by a controversy over the probate of 
another brother’s estate. The inference 
might be drawn from-this that the de- 
ceased was attempting to make an ar- 
rangement whereby the savings deposit 
might pass without the necessity of 
probate proceedings. The fact that the 
deceased had made deposits and with- 
drawals, and the brother had not, was 
a further indication that there was no 
intent that the brother should have title 
to the account until after his death. Other 
testimony that supported this conclusion 
was that the deceased said that he want- 
ed his brother to have the money if he 
got hurt or passed away. 


JoInT TENANCY — Property Passes 
to Estate of Victim of Murderer- 
Suicide 


Wisconsin—Supreme Court 


Estate of King: Lore, Administrator v. Haber- 
meyer, 261 Wis. 266. 


Henry King murdered Viola, his wife, 
and immediately thereafter committed 
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suicide. They both died intestate. Both 
Henry’s and Viola’s administrators 
claimed certain personal property and 
a homestead held as joint tenants, as 
representative of the joint tenant to 
whom the right of survivorship fell. 


HELD: The entire property goes to 
Viola’s administrator and heirs. A man 
shall not profit by his own wrong, and 
Henry’s administrator stands in his 
shoes and can only have what Henry 
would have been entitled to had he lived. 
This is not interference with the statutes 
of descent, since no law of descent, but 
an incident of the joint tenancy, is in- 
volved. It is not attainder nor corruption 
of blood since nothing is taken from 
Henry or his heirs, but he is simply not 
permitted to gain by his illegal act. His 
right to have an estate of inheritance 
upon the death of his cotenant became 
inoperative at the moment of the death 
which he caused.” 

Since Viola’s right, as joint tenant, to 
acquire the whole estate by outliving her 
husband could not be taken from her 
by the unlawful act of her cotenant, this 
right vested in her administrator and 
her heirs at law, and became operative 
when Henry died. 

NOTE: This was a 4-3 decision. The 
dissenting justices felt that the majority 
ruling came “very close to working a 
corruption of blood, or a forfeiture of 
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estate” and found that the murder 
operated as a severance of the joint 
tenancy and resulted “in a tenancy in 
common whereby the murderer retains 
ownership to an undivided one-half in- 
terest, but gains no title in, or enjoy- 
ment of, the other half, which other half 
vests in the heirs at law and next of kin 
of the murdered joint tenant.” 


LIFE TENANT & REMAINDERMAN — 
Capital Gains Tax — Allocation 
Between Principal and Income — 
Accumulations 


Illinois—Appellate Court 


United States Trust Co. of New 
Jones, 105 N.E. (2d) 122. 


York vy. 


The trustee under an inter vivos trust 
agreement sold trust assets which had 
appreciated greatly in value, paid the 
federal capital gains taxes on the sale 
and petitioned for court instructions as 
to whether under the trust instrument 
the said tax should be charged against 
income or principal. The pertinent pro- 
vision of the trust instrument provided, 
“Out of the income .. . trustee shall pay 
all taxes . . . which it may be required 
to pay because or in respect of any part 
of the principal . . . under any present 
or future law of the United States...” 


Under the Illinois Thelluson Act the 
permissible period for income accumula- 
tions had expired. The Chancellor con- 
strued the instrument as charging in- 
come, and not principal, with the tax. 
The income beneficiaries appealed on the 
grounds (1) the capital gains were a 
part of principal and consequently on 
equitable principles principal should bear 
the burden of the tax and (2) if the tax 
were charged to income it would consti- 
tute an unlawful accumulation under the 
Illinois Thelluson Act. 


HELD: The trust income must be 
charged with the tax since (1) the 
quoted trust provision is sufficiently clear 
to override the general rule in Illinois 
that such tax is a charge against prin- 
cipal in the absence of a clearly ex- 
pressed direction to the contrary, and 
(2) the Illinois Thelluson Act does not 
affect accumulations of capital gains. 





there were quite a few around 
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LIFE TENANT & REMAINDERMAN — 
Language of Will Created Life Es- 
tate with Power of Disposition — 
Life Tenant Not Accountable for 
Income 





Wisconsin—Supreme Court 





Estate of Larson: Holmlund v. La Crosse Trust 

Co., 261 Wis. 206. 

Peter Larson died in 1934, leaving his 
entire estate to his wife, Caroline, “for | 
her use, benefit and enjoyment during 
her lifetime, with full power of sale and 
of making other disposition thereof, and 
with the right to use and enjoy the prin- 
cipal, as well as the interest, if she shall 
have need thereof for her care, comfort 
or enjoyment.” The final judgment as- 
signing Peter’s estate gave the residue 
“To Caroline Larson, in trust for Caro- 
line Larson, widow of said deceased . 
with power to use the property for her 
care, comfort, and enjoyment, and with 
full power of sale. This means of carry- 
ing out a life estate provided for in a 
will is common practice in Wisconsin. 

Caroline died in 1949, and her executor | 
filed an inventory of assets in her pos- | 
session, consisting in part of savings she | 
had made out of income received from | 
the trust. But she had filed no reports | 
as trustee, and had made no attempt to 
keep her property separate from that of 
her husband. The residuary legatees un- 
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der his will petitioned for a further ac- 
counting of the funds she had received 
as income from his estate, contending 
that the gift to her was a “life support 
estate,” that the final judgment con- 
struing the will to create a trust “de- 
nied the existence of a life estate and 
determined that Caroline was to receive 
only necessary support from the trust 
fund,” and claimed that funds remain- 
ing from the income of Peter’s estate 
should go to residuary legatees. 

HELD: The language of both the will 
and the final judgment, particularly the 
words “use, benefit, and enjoyment dur- 
ing her lifetime,” clearly indicated a gift 
of a life estate with power of disposition. 
As a life tenant, Caroline had full right 
to take all the income and profits for her 
personal use, without limitation to any 
amounts which might be necessary for 
her support. The accumulation of income 
became her separate property and does 
not go to her husband’s residuary lega- 
tees upon her death. 


Livinc TRusts — Trust Deposit in 
Savings Bank Void for Lack of No- 
tice to Beneficiary — Costs and 


Counsel Fees on Counterclaim Re- 
fused — Decrees and Appeals 


Massachusetts—Supreme Judicial Court 
Day Trust Co. v. Malden Savings Bank, 1952 


A.S. 421; April 4, 1952. 

Petition by the Trust Company as ad- 
ministrator c.t.a. under the will of 
Georgina West to determine the owner- 
ship of two bank deposits in the re- 
spondent bank, only one of which is in- 
volved on appeal. Georgina opened this 
deposit in 1938 in her name as trustee 


for one West. In 1914, she changed it 
to her name as trustee for a Church. 
Then in 1947 she changed it into her 


name as trustee for one Yvonne B. There 
was no evidence to show that any notice 
was given to that she 
knew of it. 


Yvonne or ever 


HELD: The judge properly found that 
no valid trust had been established for 
Yvonne and that the deposit belonged 
to Georgina’s estate. To prove the estab- 
lishment of a valid trust like this it is 
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well settled that there must be notice 
to the cestui or someone in his behalf 
and at least an implied acceptance by the 
cestul. 

In the proceedings Yvonne’s admin- 
istrator filed a counterclaim to determine 
the ownership of certain articles of per- 
sonal property. Georgiana had signed a 
paper entitled “Instructions” to her ex- 
ecutor, directing him to give certain arti- 
cles to Yvonne. It was not witnessed or 
mentioned in the will, and hence the 
court held it was void as a testamentary 
instrument: She also made certain oral 
declarations (which were excluded). 
Yvonne was employed by Georgina as a 
nurse and companion, and the declara- 
tions were to the general effect that 
Yvonne would profit if she stayed with 
Georgina. The court held that the most 
the evidence showed was that Georgina 
had the present intention to make a gift, 
and that the decree of the court dismiss- 
ing the counterclaim was correct. 

In the counterclaim the respondent 
asked for counsel fees and costs, but the 
court held that the decree of the judge 
dismissing the counterclaim without costs 
was proper. 

The decree on the original petition 
was made on February 1, 1951. On the 
counterclaim the court merely made an 
indorsement on April 18, 1951, “After 
hearing the within counterclaim is dis- 
missed.”” The court held that ordinarily 
where a counterclaim is combined with 
a bill in equity a decree disposing of one 
only is not a final decree. Nevertheless 
it held that each decree could be con- 
sidered final in the sense that it formed 
a proper basis for an appeal. After re- 
script, however, both decrees should be 
consolidated in a single decree. 


PowErRS — Limitations — Extent to 
Which Appeal Stays Exercise of 
Executor’s Power to Sell Real 
Property 


New York—Surrogate’s Court, N. Y. Co. 
Estate of Bitterman, N.Y.L.J., April 28, 1952. 


After an appeal was taken from a de- 
cree admitting testator’s will to probate 
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and granting letters testamentary to his 
executors, the surrogate made an order 
authorizing the executors to act in con- 
formity with a section of the statute 
(Surrogate’s Court Act, Section 90) by 
the terms of which the exercise of any 
testamentary power to sell real property 
is stayed pending the appeal. 





















































Subsequently the executors petitioned 
the court for an order directing the sale 
of testator’s real property under pro- 
visions of the statute (Surrogate’s Court 
Act, Article 13) which confer a power 
of sale upon estate representatives in 
cases where there is no such power con- 
ferred by will. 

A motion was made to dismiss the 
petition on the ground that nowhere in 
the law is there any authority for the 
sale of real property pending an appeal 
from the decree appointing estate repre- 
sentatives. 

HELD: Motion to dismiss petition de- 
nied and relief granted. Under the statu- 
tory limitation, the executor is not per- 
mitted to exercise a discretionary power 
to sell real property pending the appeal. 
The statutory suspension of a discretion- 
ary power granted by a testator to his 
executor in no wise abrogates the juris- 
diction of the surrogate that exists in 
estate matters irrespective of a testator’s 
granting or withholding of special pow- 
ers. A contrary view would mean that, 
pending appeal, estate assets would be 
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subject to waste and dissipation because 
of the fact that both the estate represen- 
tative and the court lack authority to act 
for preservation of such assets. 


Powers — Limitations — Discretion 
in Executor to Distribute Assets 


Arizona—Supreme Court 
In re Rowlands Estate, 241 Pac. (2d) 781. 


Eva Rowlands, a widow, left a holo- 
graphic will providing for a number of 
specific bequests. The will nominated 
Lucy Cuthbert or Mr. Hugh Cuthbert, 
Sr. to serve as executor of the will, 
which contained the following provision: 

“All things not mentioned in my will I leave 
it up to Mr. and Mrs. Hugh Cuthbert, Sr. to 
distribute to any of my close friends. Please 
give generously to Maria Discombe who has 
been a faithful maid. *** If I have not men- 

tioned anything I ought to have mentioned I 

leave it to your judgments Mr. and Mrs. Hugh 

Cuthbert Senior.” 

Hugh Cuthbert, Sr. qualified and the 
petition for distribution proposed to dis- 
tribute the residue to himself and his 
wife. Maria Discombe filed objection to 
distribution and the probate court denied 
her objection. 

HELD: The will provides a special 
power coupled with a trust duty, and 
since the subject is certain, being the 
residue of the estate, and the objects are 
certain as a class, being any of the close 
friends of the deceased, the special power 
is imperative and is coupled with a duty 


MEREDITH 
GALLERIES 


110-114 East 58TH STREET 


NEW YORK 22, N. Y. 
PLAZA 3-0572 






















SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 
etc. 


LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 


474 





binding on the grantees. The court can- 
not compel the grantees of the power to 
exercise their discretion in any particular 
manner or at all as to any specific close 
friends of the deceased, but will compel 
them to exercise the power of appoint- 
ment generously in favor of the friend 
specifically named. 


TAXATION — Estate & Inheritance — 
Children of Adopted Child Are Not 
“Lineal Descendants” Entitled to 
Lower Tax Rate 


Pennsylvania—Supreme Court 
Strunk Estate, 369 Pa. 478. 


Testator, in 1935, bequeathed an in- 
terest in remainder to children of his 
adopted child. The question arose whether 
this legacy was subject to Pennsylvania 
Transfer Inheritance Tax at 2% or 10%. 
The Act (22 P.S. 2301) imposes a tax at 
2% on property passing to parents, 
spouses, children, lineal descendants born 
in lawful wedlock, legally adopted chil- 
dren, children of a former husband or 
wife, or the wife or widow of a son; to 
all others the rate is 10%. The lower 
court held that the 10% rate applied and 
the remaindermen appealed. 

HELD: Affirmed. Despite the fact that 
the adoption statutes provide that an 
adopted child shall inherit as fully as 
if born a lawful child of the adopting 
parent and the Intestate Act provides 
that for all purposes of inheritance, the 
adopted child shall be a member of the 
family of the adopting parent, these 
Acts nevertheless, do not actually make 
the adopted child of the blood of the 
adopting parent and hence the adopted 
child’s children are not lineal descendants 
of the adopting parents. 


WILLs — Construction — Different 
Effect of Term “Issue” in New 
York and New Jersey 


New York—cCourt of Appeals 
Matter of Good, decided April 23, 1952. 


The will created three separate trusts. 
The first was for the life of the testa- 
tor’s wife and provided for the payment 
to her of $10,000 annual income. The 
second was for the life of the testator’s 


daughter. The third was for the life of 
testator’s son and provided for the pay. 
ment to him of $5,000 annual income. 
If the daughter survived the testator 
(as she in fact did) she was to receive 
the excess income of the trusts for the 
wife and son and the entire principal 
when the trusts terminated, and if she 
died before the termination of the trusts, 
excess income and principal were to be 
paid to her “issue.” As to the daughter’s 
trust, her “issue” were similarly desig. 
nated as remaindermen. 


The testator owned realty in New 
York, New Jersey and Colorado. His 
domicile at death was New Jersey and 
his will was probated there. The New 
Jersey property was administered in that 
State. The New York property was ad- 
ministered by ancillary trustees appoint- 
ed in New York. When the daughter 
died, the courts were asked to determine 
whether the remainder to her “issue” 
passed per stirpes or per capita. The 
gift insofar as it affected New Jersey 
real estate was construed by the Supreme 
Court of that State to be per capita 
(Hoyt v. Orcutt, 1 N. J. 454, 64 A. 2d 
212). The New York Surrogate’s Court 
construed the gift as per stirpes. 


HELD: The legal effect of the word 
“issue” with respect to New York real 
estate must be determined in accordance 
with New York law regardless of the 
testator’s domicile. The rule to be ap- 
plied is the common law rule since the 
statute in New York (Decedent Estate 
Law Section 47 a) defining the operative 
effect of gifts to issue was not enacted 
until after the testator’s death. The com- 
mon law presumption in New York favors 
per capita distribution; but the presump- 
tion yields to even slight evidence of 
intention to make a stirpital gift. The 
presumption yields more readily in New 
York than in New Jersey. 


In satisfying itself that there was suf- | 


ficient evidence of intention to overcome 
the presumption, the Court of Appeals 
approved the reasoning of the Surrogate 
who examined the trusts for the wife 
and son and determined that in each 
there was a substitutional devise to the 
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daughter’s issue which indicated an in- 
tention on the part of the testator that 
jssue were to take by representation and 
hence per stirpes. The similarity of lan- 
guage in all three trusts indicated an 
identity of purpose in all of them with 
the result that the principal of the 
daughter’s trust was directed to be dis- 
tributed per stirpes. 


WILLS — Construction — “Personal 
Belongings” Limited to Clothing 
and Furniture 


New Jersey—Superior Court, Chancery Div. 
Crawer v. Roberts, 87 A. (2d) 764. 


Will gave all decedent’s “personal be- 
longings” to defendant who also qual- 
ified as administratrix c.t.a. About a 
year prior to her death decedent had 
lived with defendant for about a week 
and had left some furniture and articles 
of clothing when she moved. Estate con- 
sisted of $3,536 in cash and stock worth 
$22.60, all of which decedent kept in 
a tin box. Defendant distributed all 
property of estate to herself personally 
and filed a release and refunding bond. 
Plaintiffs, as heirs at law of decedent, 
brought this action for construction of 
will. 

HELD: Decedent intended to give de- 
fendant only the furniture and clothing 
which had been left at defendant’s home. 


WILLS — Construction — “Next of 
Kin” Determined at Date of Life 
Tenant’s Death 


Pennsylvania—Supreme Court 
Wilson Estate, 369 Pa. 583. 


Testatrix died in 1923 leaving a will 
directing the payment of the income from 
her residuary estate to her daughter for 
life and then to her grandson for life. 
At his death, the principal was to be 
divided equally among testatrix’s next 
of kin under the Intestate Laws of Penn- 
sylvania. The daughter died intestate in 
1946 survived by her son, the other life 
tenant. He died testate without issue in 
1949. The fund was claimed by nephews 
and nieces of testatrix who were her 
next of kin at the time the grandson 


died, and by administratrix d.b.n. of the 
daughter’s estate, who was the only next 
of kin at the time testatrix died. The 
lower court ruled that the next of kin 
were to be determined as of the date of 
death of the grandson. 


HELD: Affirmed. Since testatrix died 
before the rule was changed by statute, 
the next of kin should be determined as 
of the date of death of testatrix unless 
a different intent is plainly manifest. 
Here the gift to the next of kin is a pay 
and divide provision and constitutes a 
contingent remainder, so that the next 
of kin necessarily could only be ascer- 
tained at the termination of the last 
life estate. The will thus provides when 
the next of kin shall be determined and 
the surrounding circumstances need not 
be considered. 


WILLs — Probate — Doctrine of 
Privileged Communications Not 
Applicable to Will Attested by At- 
torney 


Wisconsin—Supreme Court 

Estate of Landauer: Holty, Objector v. Land- 

auer, 261 Wis. 314. 

Holty objected to the probate of the 
will and codicil on the ground that the 
execution thereof was procured through 
the undue influence of the testator’s 
widow. In order to have standing in 
court to make this objection, it was 
necessary for him to show that he would 
benefit by a disallowance of the will 
offered. Since he was not an heir-at-law 
of decedent, he had to prove that he was 
an heir under previous wills. 


Decedent had made previous wills, all 
drawn by his attorney, Meissner, who 
was also a witness to the will and codicil 
offered for probate. The previous wills 
had been revoked by mutilation, but were 
still in the possession of Meissner. Holty 
subpoenaed Meissner, demanding that he 
produce these prior testamentary in- 
struments. Meissner claimed statutory 
privilege for these wills as communica- 
tions of a client to his attorney, and 
refused to produce the instruments or 
divulge their contents. 
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HELD: The statutory privilege does 
not apply. Meissner’s act of signing the 
will as a witness would be futile if he 
were not permitted to testify to any mat- 
ter in relation to the will and its execu- 
tion. His signature as an attesting wit- 
ness must be held to be “a waiver by 
the testator of any objection to Meiss- 
ner’s competency so as to leave him free 
to perform the duties of such position 
and testify to any matter in relation to 
the testator’s will and codicil and the 
execution thereof as to which Meissner 
acquired knowledge by virtue of his pro- 
fessional relation.” 


WILLs — Probate — Duty of Execu- 
tor to Give Notice to Heirs 


Nebraska—Supreme Court 
In re Dryden’s Estate, 52 N.W. (2d) 737. 


Suit in equity to set aside decree of 
probate, obtained by fraud. Statute re- 
quired notice of probate to be published 
“three weeks successively.” Notice was 
published October 19, 26 and November 
2, and decree of probate was rendered 
November 3. The will was prepared by 
a lawyer who was named as executor 
and principal beneficiary. Three days 
before the hearing he advised the non- 
resident heirs of testatrix’ death, and 
that the will was “in process of being 
probated.” He failed to inform them when 
requested of the date of the hearing. 


HELD: Three publications were suf- 
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ficient and notice was complete on date of 
third publication. While there may have 
been no duty on the executor to furnish 
information, when he volunteered infor- 
mation, it was his duty to give full in- 
formation. After his appointment as ex- 
ecutor, he was trustee and it was his 
duty to advise the heirs of the probate 
and the time allowed for an appeal. 
Claim that notice by publication where 
heirs were residents of the state is un- 
constitutional as a denial of due process 
of law, was not decided since the question 
was first raised in the Supreme Court. 


WILLs — Probate — Last Will Can- 
not be Proved Solely on Declara- 
tions of Testator 


Kentucky—Court of Appeals 
Loy v. Loy, 246 S.W. (2d) 578. 


In this contest over the probate of a 
missing will allegedly destroyed over the 





protest of the testatrix, it appeared that 
testatrix and her husband executed a 
joint will about 1934. Four years later 
he was adjudged insane and committed 
to an institution. She died in 1948. The 
execution of the joint will was proved 
by the two attesting witnesses, but there 
was no witness who had read the will 
or had seen it destroyed. The  pro- 
pounders asserted that by the provisions 
of the will, each spouse devised his entire 
estate to the survivor, and also asserted 
that the will was destroyed by the in- 
sane husband without the consent of the 
wife. The facts with respect to the con- 
tents of the will and its destruction were 
sought to be established by the testimony 
of the attesting witnesses, certain mem- 
bers of the family, and neighbors which 
testimony consisted entirely of declar- 
ations made by the testatrix and by her 
husband. The trial court upheld the 
probate. 
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HELD: Reversed. To probate a lost 
will its due execution, its contents and 
the fact that it has never been revoked 
must be proven by clear and convincing 
evidence. The declarations of the de. 
ceased, whether before or after the al. 
leged testamentary act, are competent in 
corroboration of other evidence of the 
main facts to which the declarations are 
addressed but are insufficient in and of 
themselves to prove any of the ingredi- 
ents essential to establish a lost will, 
The contents of a missing will must thus 
be established by a witness who saw or 
read the will and who can give the sub. 
stance of its provisions. 
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Legislation 


MICHIGAN 


P.A. 100: Sets forth 
struing words “issue,” 
and “real estate” as 
statutes. 

P.A. 195: Permits non-resident de- 
cedent to declare in his will that disposi- 
tions of personal property situated in 
Michigan shall be governed by its laws; 
extends authority of ancillary admin- 
istrator of Michigan property to same 
scope as domiciliary executor would have 
in own jurisdiction. 





rules for con- 
“land,” “lands” 
used in_ state 












MISSISSIPPI 





H.B. 574: Extends special provisions 
regarding probate of soldiers’ wills to 
those executed during any war. 









S.B. 415: Authorizes guardians to in- 
vest in common trust fund established 
by bank. 








SoUTH CAROLINA 





Act 920: Establishes six-months statute 
of limitations against action to enforce 
rejected claim against estate. 








VIRGINIA 






Ch. 485: Legalizes revenue bonds for 
fiduciary investment. 
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Forum on 1951 Tax Legislation 






The annual tax forum sponsored by 






Title Insurance and Trust Co. of Los 





Angeles for attorneys, advanced under: 





writers, accountants and trust personnel 
was held at the Philharmonic Auditor: 
ium on May 20th. Theme of the papers 
was the scope and significance of 195] 










tax legislation. To allow the speakers 





time to develop a broader coverage of 
the subject, the number of papers this 
year was halved to ten. Former partic: 
pants not heard this year will appear 
on the 1953 program. Walter L. Nossa 
man, California legal editor for Trusts 
AND ESTATES, again presided. 
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NEW BUSINESS OPPORTUNITIES 
for your Trust Department 


—through “the man from C-G” 


Anything that broadens a Trust Department’s contacts 

with favorable potential business is worth investigating. 

Many Trust Officers have found that the activities 

of “the man from C-G” have resulted in substantial business 

for their departments » » » Experienced in the fields of 

estate planning, business insurance and employee benefit plans. 
the Connecticut General Life Underwriter is familiar with the 
problems that confront Trust Officers and Attorneys, and conversant 
with the work each does » » » His experience and training, backed 
by Connecticut General and its Advisory Bureau, make him an 
extremely valuable asset at your conference table. 


“The man from C-G” is a good man to know. 
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